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Report of the President
To the Members of the 
A merican Institute of Accountants:
Gentlemen: It has been my privilege 
to have served the Institute as president 
during a period which has been marked 
by professional unity and cooperation. 
The year now ending has seen a substan­
tial growth in the size and influence of 
the public accounting profession and the 
Institute in particular. The growth of 
the public accounting profession during 
the last ten years has been phenomenal, 
the number of CPA certificate holders 
having doubled since 1940, when there 
were about 20,000. Thus, one-half the 
holders of CPA certificates have received 
their certificates during the past ten years 
so that this is really a young profession. 
Its membership pattern has changed ma­
terially so that today we find many in­
dividual and small-firm practitioners in 
communities which a few years ago did 
not know what a certified public account­
ant was. The Institute has kept pace with 
this phenomenal growth and the activities 
of the officers and staff have been directed 
toward keeping close to the people who 
compose the profession, and, after all, the 
most important thing in this world is 
people. The excellent report of the execu­
tive director indicates the significance of 
the particular activities of the staff dur­
ing the year and you will note that these 
activities have been pointed in the direc­
tion of reaching the entire membership 
of the Institute, be it in the metropolitan
centers or the so-called grass roots. This 
ever-widening geographical distribution 
of practitioners contributes to a better 
understanding on the part of the general 
public as to what a certified public ac­
countant is and what he does. We may 
count ourselves fortunate that the Insti­
tute has grown in numbers and influence 
to the point that it can face the un­
certainties of the future with confidence. 
If we look at the past we can, in some 
measure, even predict some of the prob­
lems which the future holds. It is in­
teresting to note that the principal 
problems confronting the profession ten 
years ago were substantially the same 
as those which we face today.
These problems are:
1. The indication that government agen­
cies are leaning towards the imposition 
of rules which would establish account­
ing principles rather than leaving the 
establishing o f  accounting principles 
to natural development by business 
and the accounting profession.
2. The attempts on the part of certain 
members of the bar to abridge or elim­
inate the rights of certified public ac­
countants in the field of tax practice.
3. The attempts of unqualified persons to 
lower professional standards to levels 
which they can meet.
In my opinion, the most serious prob­
lem we face is that of persuading those 
in government and elsewhere that pro-
s
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fessional performance cannot safely be 
directed by a rigid set of rules which 
leave little room for the exercise of pro­
fessional judgment and opinion. Such a 
course would result in the transfer of 
what should be professional responsibility 
to those who write the rules. No matter 
how capable and far-seeing they may be 
they cannot hope to legislate a result as 
satisfactory as that which is produced by 
a free and responsible profession. Pro­
fessional responsibility should not, in the 
public interest, be transferred from the 
profession to the few governmental agents 
who have regulatory responsibility and 
power. To date, the performance of the 
profession in cooperation with regulatory 
governmental agencies, has been, in my 
opinion, commendable. This performance 
should be judged in its entirety and not 
on the basis of a few isolated cases of 
substandard performance. Occasional lap­
ses in performance will always be found 
in the work of every profession, be it 
the law, medicine, engineering, or the 
public accounting. No government agency 
can legislate sound practice and high 
professional standards any more than 
a government can legislate righteous­
ness in its citizens. We have heard 
much on the subject of professional in­
dependence. Thirty years ago the presi­
dent of the Institute, who was also a 
Bostonian, in his report to the member­
ship laid particular stress upon the 
necessity of the maintenance of indepen­
dence on the part of the profession. 
Events during the intervening years have 
emphasized the soundness of his advice. 
Independence is the priceless attribute of 
the certified public accountant without 
which he can offer no more than the 
highly-trained technician in private em­
ploy who can be depended upon for su­
perb technical performance but still may 
lack the independence necessary to stamp 
him as truly professional. It is hoped that 
those in responsible places in these gov­
ernment agencies which depend upon ac­
counting representations by independent 
public accountants will use their influ­
ence to strengthen rather than dilute the 
ingredient of independence which must
form a part of truly professional work. 
We on our part as a profession must 
continue to recognize the problems in­
herent in government regulation and con­
tinue to cooperate with those charged 
with administrative responsibility. It is in 
the public interest that they, too, continue 
to cooperate with us and draw from the 
profession the support and aid which it 
can so abundantly provide.
The past year saw an earnest attempt 
on the part of the accounting profession 
to reach an understanding with the legal 
profession as to the proper function of 
each in the field of tax practice. The 
National Conference of Lawyers and 
Certified Public Accountants was recon­
stituted late last year as an initial step 
in this direction. Recognized leaders of 
both professions were named as members 
of the Conference, there being five repre­
sentatives for each. This Conference 
considered earnestly and, I believe, dis­
passionately all facets of this problem in 
professional cooperation, and, after a ser­
ies of meetings in Washington and New 
York, reached an agreement which was 
embodied in a tentative statement which 
you will remember was approved by the 
Institute council at its meeting at White 
Sulphur Springs. Having thus indicated 
our approval of the statement developed 
by the Conference, we were hopeful that 
similar approval would be accorded it by 
the House of Delegates of the American 
Bar Association which met in Washington 
in September. However, I understand 
that the statement did not meet with the 
complete approval of certain sections of 
the Bar with the result that it has been 
referred back to the National Conference 
for further consideration. We sincerely 
hope, although we cannot be sure, that 
the Bar Association’s objections do not go 
to the essence of the statement. It is in 
the interest of both professions that they 
reach an understanding and avoid public 
controversy. The National Conference 
produced a statement which appeared to 
be a reasonable basis of agreement and 
we are all indebted to the Conference 
members for their statesmanlike perform­
ance. The work of the Conference has, I
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am sure, been an instrument through 
which leaders of the two professions have 
become better acquainted and have ac­
quired a better appreciation of the prob­
lems of each other. Mutual confidence 
and understanding are necessary if we are 
to reach an acceptable agreement.
As to the third problem, that of meet­
ing the attempts of unqualified persons 
to lower professional standards to levels 
which they can meet, older professions 
have had a similar history. No matter how 
low the standards may be set for en­
trance into the profession, there will al­
ways be those who will find them too high. 
Thus our problem is ever present. How­
ever, with the numerical growth of the 
profession and the increased prestige at­
taching to the CPA certificate, we are 
better equipped to meet attacks than at 
any time during our history. The several 
states are the battleground on which con­
tests to lower professional standards are 
waged. Fortunately, the Institute is pres­
ently equipped to assist the states in 
their legislative battles. It must continue 
to  be in a state of readiness so that as­
sistance may be rendered promptly to the 
states when it is needed.
To this point I have been talking only of 
problems of strictly professional signifi­
cance. Serious as they sometimes appear 
to us, they are insignificant when viewed 
in the light of the more serious problems 
in international relations with which the 
entire world is faced.
As we gather here in Boston, I think 
we all share a common concern over the 
prospect of possible global war. This fear 
of war hangs like the Sword of Damocles 
over the heads of people throughout the 
world. Whether it will fall or not only 
time can answer, and during this period 
of suspense there is a feeling of helpless­
ness on the part of most of us. The 
troubled world situation can be attributed 
to the fact that in a world which 
has made unbelievable technological and 
scientific progress people still lack mu­
tual understanding. The efforts and 
strength of all peace-loving peoples are 
being and must continue to be for some 
time directed to breaking down the bar­
riers which prevent the exchange of 
thought and freedom of association which 
are necessary to mutual understanding. 
However, even as these efforts are being 
put forth, they are accompanied by the 
protective banding together of freedom- 
loving peoples who realize that they may 
be required to fight to retain their free­
dom. The resulting armament program 
may produce repercussions which will 
shake the economic and social founda­
tions of the world in which we live. We 
all hope that the dislocations will be kept 
at a  minimum and we, each of us, can 
contribute to that end by self-discipline 
and conducting ourselves in such a man­
ner as to reduce as far as possible the 
necessity of rigid governmental controls.
Our liberties may perhaps have to be 
impinged upon by governmental action 
during an emergency but we must not let 
ourselves forget that they are our prized 
possessions. This is a period which re­
quires as much as anything else faith, 
faith of nations in each other, faith of 
citizens in their governments, and faith 
of governments in their citizens. As Mr. 
Hensel indicated in his speech at yester­
day’s luncheon, the people can be trusted 
 to know the truth and at times in advance 
of those who are directing governmental 
action.
We of the accounting profession, which 
depends so much upon the faith of the 
business community and governmental 
agencies, must, by our conduct, contrib­
ute to that confidence in our institutions 
without which we cannot long remain 
free.
At the moment the sea is comparatively 
calm. It is the gathering clouds which we 
fear. The storm clouds which we see may 
disappear and we fervently hope and 
pray they will. However, even as did our 
sailing men from Boston in the olden days, 
we must maintain a tight ship and, if 
the storm comes, keep our prow into the 
wind. A tight ship, a capable crew, and 
confidence have been combined to weather 
many a storm, and so we face the future 
resolutely.
J. Harold Stewart, President 
October 3, 1950
Report of the Council
To the Members of the
A merican Institute of Accountants:
Gentlemen : By every standard the In­
stitute has had one of the most successful 
years in its history.
National Defense
The invasion of Korea has set in motion 
a chain of events which may have a pro­
found effect on the accounting profession 
and the Institute, as well as on the econ­
omy as a whole.
The president of the Institute, after con­
ferring early in the summer with the 
nominee for president for the coming year, 
appointed a committee on national defense. 
The committee’s first action was to petition 
the appropriate authorities for inclusion of 
certified public accountants as a critical 
occupation and accounting services as an 
essential activity in the lists to be utilized 
in considering occupational deferment of 
reserve officers and national guardsmen. 
Contacts have also been made with the 
selective service headquarters to the same 
end, and a report on the general situation 
was sent to all firms and practitioners in 
the Institute under date of August 21, 
1950.
The committee on national defense held 
its first meeting September 6th, and 
adopted a tentative program of action de­
signed to render maximum assistance to 
the government in (1) dealing with ac­
counting and auditing aspects of war pro­
curement and profit control, and (2) 
bringing about the most effective possible 
use of accounting manpower in the event 
of mobilization.
The committee conducted a session on 
mobilization problems yesterday afternoon, 
at which members were given an indica­
tion of the specific nature of these 
problems.
At its meeting on October 2nd, the coun­
cil recommended the following resolution:
W hereas, The necessity for increased ex­
penditures by the federal government for pur­
poses of national defense makes even more 
desirable than before the greatest possible 
economy in administration of all departments 
of the federal government; and
W hereas, Only a part o f the recommenda­
tions of the Bi-Partisan Hoover Commission 
directed to the elimination of overlapping, 
duplications, and waste in the operations of 
the federal government have been adopted by 
the Congress,
T herefore be it Resolved, That the Amer­
ican Institute of Accountants at its annual 
meeting at Boston, Massachusetts, October 3, 
1950, urges the Congress to enact legislation 
at the earliest possible time to give effect to 
the remaining recommendations of the Hoover 
Commission which have not yet become 
effective.
During the coming year, the council and 
executive committee will have to determine 
to what extent, if any, normal activities of 
the Institute must be curtailed and its 
energies shifted to war problems.
Relations with Lawyers 
In Tax Practice
Following the conclusion of the Bercu 
case, the Institute resumed friendly nego­
tiations with official representatives of the 
American Bar Association, as a result of 
which the National Conference of Lawyers 
and Certified Public Accountants was re­
activated. The first meeting was held in 
New York last December. It was devoted 
to a general discussion of the problems 
with which the two professions were con­
cerned. The discussion indicated not too 
wide an area of disagreement among the 
conferees. Accordingly, a subcommittee 
representing both sides equally was ap­
pointed to draft a Statement of Principles 
Relating to Practice in the Field of Fed­
eral Income Taxation, which might be 
adopted by both organizations and serve 
as a point of reference for amicable settle­
ment of any future controversies that 
might arise.
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The subcommittee produced a statement 
on which all of its members agreed, and a 
two-day meeting of the National Confer­
ence was held in Washington early in 
April to consider it. After numerous modi­
fications, a new draft was developed on 
which all ten conferees, five representing 
the Institute and five representing the 
American Bar Association, agreed.
The Conference then resolved that the 
statement be presented to the council of 
the American Institute of Accountants and 
the House of Delegates of. the American 
Bar Association for official action. Council 
of the Institute met at White Sulphur 
Springs a few days later, and after ex­
tended debate the statement was adopted 
as a fair approach to the problem, al­
though it involved some concessions on the 
part of the accounting profession.
At the October 2nd meeting of the coun­
cil it was reported that the Statement of 
Principles had been referred to the board 
of governors of the Bar Association in the 
spring, and by that board referred to a 
special committee of three, which had rec­
ommended that it not be submitted to the 
House of Delegates for action but be re­
ferred back to the National Conference for 
consideration of certain points on which 
there was disagreement. No information as 
to official action on the committee’s report 
has been received.
A county court in Minnesota held that 
an individual, who was not a certified pub­
lic accountant, was engaged in the un­
authorized practice of law when he gave 
advice on certain tax questions (Ramsey 
County Bar Association v. Conway). The 
opinion was not clear as to the extent to 
which it might apply to certified public 
accountants. Notice has been received that 
the case is to be appealed. The Institute is 
prepared to file before the Supreme Court 
of Minnesota, a brief as friend of the court 
in an effort to prevent a decision so broad 
in its terms that it might apply to certified 
public accountants.
The Rhode Island Bar Association has 
instituted injunction proceedings against 
two so-called tax experts who are not cer­
tified public accountants, on the ground 
that they are practicing law illegally.
Federal Legislation
No federal legislation bearing on the 
subject of tax practice has been enacted 
by the Congress this year. An effort to 
renew consideration of a bill which would 
make the Tax Court a court of record was 
unsuccessful.
The revised Administrative Practitioners 
Bill, which had been amended so as to  
safeguard the rights of certified public ac­
countants, was brought to the floor of the 
House for discussion, but was not ap­
proved.
The Mills Bill, to provide for an inde­
pendent informal tax settlement board, has 
not been the subject of any official action.
Relations with Federal Government
SEC. The committees on accounting 
procedure and relations with SEC are con­
cerned with proposed amendments to 
Regulation S-X, which would promulgate 
accounting principles in the formal regu­
lations of the Commission. Meetings with 
the staff of the Commission have been held 
and individual members of the committees 
have expressed their views in writing. It is 
probable that an opportunity to confer 
with the full Commission will be re­
quested.
At its meeting on October 2nd, the coun­
cil, after discussion of this matter, adopted 
the following resolution:
Whereas, The council o f the American 
Institute of Accountants has considered the 
proposed revision of Regulation S-X by the 
Securities and Exchange Commission and has 
observed that rules establishing matters of ac­
counting principle have been incorporated 
therein; and
Whereas, This proposal represents a change 
in policy from one which has proved highly 
successful in improving financial reporting 
during recent years and constitutes a move 
which the council believes is adverse to the 
public interest in that it would inevitably lead 
to inflexibility of accounting procedures and a 
stagnation of accounting development; and
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W hereas, The council is of the opinion that 
the orderly development of accounting in the 
past has been achieved by the combined and 
coordinated efforts of all concerned including 
the business world, the accounting profession 
and governmental agencies, and that this meth­
od has proven so successful in practice that it 
should in the public interest neither be mini­
mized nor abandoned;
Now therefore be it Resolved, That the 
council is opposed to the issuance of rules by 
the Securities and Exchange Commission 
establishing matters of accounting- principle, 
and instructs the executive committee and the 
officers of the Institute to take such steps as 
they deem appropriate to convince the Securi­
ties and Exchange Commission that it should 
continue its past policy in this respect.
The council recommends that this mo­
tion be ratified by action at this meeting.
Wages and Hours. Notwithstanding 
representations by the Institute, the Wage 
and Hour Administrator amended his 
definition so that no employee of a public 
accounting firm who is paid less than $75 
a week may be considered as engaged in 
professional work and exempt from over­
time provisions. In the former regulations 
the corresponding minimum compensation 
was fixed at $200 per month.
The committee on wages and hours is­
sued to all firms and practitioners repre­
sented in the Institute a bulletin prepared 
with the assistance of counsel explaining 
the new requirements and indicating meth­
ods of compliance. Informal conferences 
have recently been held with officials of 
the Wage and Hour Division to discuss the 
possibility of a ruling that the minimum 
salary provision would not be applicable 
to individual certified public accountants 
who meet the other criteria of the profes­
sional definition. This would place certified 
public accountants in the same class as 
physicians and lawyers. There is no indi­
cation so far of likelihood of adoption of 
this suggestion, but discussions are con­
tinuing. Meanwhile, an individual public 
accounting firm has brought a suit in 
which the courts are requested to hold the 
minimum salary delimitation inapplicable 
to the employees of that firm regardless of
whether they are certified public account­
ants or not.
Social Security. After amendments to 
the Social Security bill had been made 
which excluded from old-age benefits self- 
employed members of all recognized pro­
fessions except certified public account­
ants, the executive committee requested 
Congress to add CPAs to the list of those 
excluded. A questionnaire sent to self- 
employed members of the Institute had 
resulted in a majority in favor of exclusion 
from the provisions of the Act. The Social 
Security bill, as enacted, includes certified 
public accountants among those excluded.
State Department. The committee on 
foreign affairs has had a good deal of 
correspondence and several meetings with 
the State Department, in an effort to pre­
vent the exclusion of citizens of the United 
States from the practice of accounting in 
foreign countries.
With the financial support of the Has­
kins & Sells Foundation, the Institute has 
undertaken a study of the organization, 
standards, and practice requirements of 
the accounting profession in all countries 
of the world. It is believed that this infor­
mation will be of great value in the future 
when barriers to international trade and 
commerce are removed.
Federal Government A ccounting. 
Institute representatives testified before 
Congressional committees on proposed 
legislation to reorganize federal govern­
ment accounting procedures, designed to 
give partial effect to the recommendation 
of the Hoover Commission.
Federal Taxation. The committee on 
federal taxation submitted numerous rec­
ommendations for amendment of the 
Internal Revenue Code, which were dis­
tributed to members and Congress and 
received wide publicity. Since no general 
tax revision was undertaken by Congress, 
however, there was no occasion for the 
committee to testify at hearings and the 
subject-matter of these recommendations 
has not yet had official Congressional at­
tention.
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A technical assistant to the committee 
on federal taxation has been added to the 
Institute staff as a part of the research 
department. It is expected that with this 
staff assistance the activities of this com­
mittee will be enlarged in the coming year.
State Legislation
The council has discussed at great 
length at its recent meetings the question 
of whether the Institute should recommend 
to the profession a basic policy on state 
accounting legislation. It will be recalled 
that the council in past years has ex­
pressed itself as opposing so-called regu­
latory legislation; later as adopting a 
position of neutrality on the subject; still 
later as favoring regulation; and most 
recently reverting to the neutral position.
It is recognized that the shifting of posi­
tion, which was undoubtedly due, in part, 
to changes in the personnel of the council 
over the years, has been confusing to the 
state societies and to the profession as a 
whole.
At the spring "meeting of council, an 
effort was made to develop a statement of 
policy on accounting legislation that would 
be helpful to state societies without aban­
doning the council’s position of neutrality 
on the question of regulation. A subcom­
mittee of five was appointed to draft a 
statement and report back to council at its 
fall meeting in Boston. The subcommittee 
divided three to two and the council at its 
meeting October 2nd tabled the matter.
The ultimate decision on the question of 
regulation must be made by the members 
of the profession in each state, in any 
event. The official position of the Institute 
remains therefore, one of complete neu­
trality as to whether regulatory legislation 
should or should not be enacted, but the 
facilities of the Institute staff and its com­
mittee on state legislation arc available to 
any state society which wishes any infor­
mation on the subject, or, having made its 
own decision, wishes assistance in oppos­
ing or supporting any particular bill be­
fore its legislature.
It is expected that the 1951 session of 
the legislatures will see a number of efforts
to amend existing accounting laws, many 
of them in a manner wholly unacceptable 
to the state societies of certified public ac­
countants. The Institute has prepared and 
circulated a legislative “ kit”  for the con­
venience of state society legislative com­
mittees, including a great deal of material 
developed as a result of experience during 
past years.
Meanwhile, a report has been received 
that the National Society of Public Ac­
countants has appointed a committee on 
cooperation with other professional organ­
izations, which would be glad to dis­
cuss mutual problems with representa­
tives of the Institute, in an effort to work 
out a program through which legislative 
conflicts could be avoided. A meeting has 
been arranged to be held October 9th.
Technical Productions
A ccounting Procedure. Another bul­
letin on Business Combinations is about 
to be issued by the committee on account­
ing procedure. The research department, 
in addition, has produced a publication 
entitled Accounting Techniques Used in 
Published Corporate Reports, of which 
4,068 copies were sold at a price of $10.
Business Income Study. The study 
group on business income issued in book 
form monographs on business income by 
Sidney S. Alexander and Solomon Fabri­
cant, economists, and Martin Bronfenbren­
ner and Clark Warburton, monetary 
experts. The book also includes a tran­
script of the discussion at a meeting of 
the study group and an article by George 
O. May on methods of accounting for ex­
haustion of business property. Copies of 
this publication were sent to all members 
of the Institute without charge. Other cop­
ies are being sold to outsiders. The council 
resolved that the unused portion of the 
$30,000 appropriation, which was origin­
ally intended to be used over a three-year 
period ending June. 30, 1950, be made 
available to the study group for use during 
an additional 12-month period ending June 
30, 1951. The Rockefeller Foundation, 
which had matched the Institute appropri­
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ation, similarly extended the period within 
which its funds could be used.
A uditing Procedure. The committee 
on auditing procedure has issued the fol­
lowing case studies during the past year:
Case Studies in Auditing Procedure 
No. 8—
A Steel Fabricating Company 
A Small Restaurant
Case Studies in Internal Control 
No. 1— The Textile Company 
No. 2— The Machine Manufactur­
ing Company
Members of the Institute have received 
copies free o f charge and sales to outsiders 
have aggregated 8,011 copies.
Under the general supervision of the 
committee on auditing procedure and the 
committee on cooperation with bankers, a 
pamphlet was produced entitled Audits by 
Certified Public Accountants, which was 
sent gratis to 15,000 banks in the United 
States and to members of the Institute. 
Distribution of the pamphlet to others so 
far totals 21,514 copies.
With the cooperation of the public rela­
tions department, articles explaining the 
purpose and application of Statement on 
Auditing Procedure No. 23, Clarification 
of Accountant’s Report when Opinion is 
Omitted, have been published in the bulle­
tin of the Robert Morris Associates, in 
Banking, official magazine of the American 
Bankers Association, and in Credit and 
Financial Management, official publication 
of the National Association of Credit Men. 
The effect of the bulletin has also been 
discussed with representatives of Dun & 
Bradstreet who, as a result, have altered 
the form of their questionnaire to business 
concerns in order to make it clear whether 
or not independent auditors have ex­
-pressed an opinion on the financial state­
ments.
The subject of accountants’ reports was 
discussed at a joint meeting of representa­
tives of the Institute and the Robert Morris 
Associates.
The council has approved a proposal by 
the committee on auditing procedure that
the work of the committee be expanded to 
include an educational program under­
taken in cooperation with the several soci­
eties of certified public accountants in an 
effort to improve auditing standards 
throughout the country.
CPA Examinations
Candidates taking the uniform CPA ex­
amination in November, 1949, numbered 
13,985; in May, 1950, 11,986. The Institute 
graded the papers of 7,267 candidates, or 
a total of 27,131 subject papers in 
November, and 6,581 candidates, or a 
total of 24,945 subject papers in May.   
Approximately 70 certified public account­
ants were employed as graders on both 
occasions. For the first time it has been 
possible this year to house all the exam­
iners in one room and this has greatly 
facilitated organization and supervision of 
the grading work. The addition to the staff 
of an assistant to the director of education, 
who is immediately responsible for this 
work, has also improved the administration 
of the examination. The board of examin­
ers believes that refinements in procedure 
have improved controls so that in spite of 
the increased number of papers to be 
graded, the standard of grading is uniform 
throughout. Improvement in efficiency re­
sulting from housing of examiners under 
one roof has reduced the time required to 
complete the grading and has resulted in 
averting any financial loss in spite of an 
increased volume.
The uniform examination has been 
adopted by all states and territories except 
one, and parts of it continue to be utilized 
by the Treasury Department.
Education
Graduate Study Symposiums. Gradu­
ate study symposiums held on univer­
sity campuses have continued to in­
crease in number and to meet with general 
approval. These symposiums were inspired 
by the Institute committee on education 
several years ago. This year symposiums 
were held at the University of Maryland, 
the University of Wisconsin, Claremont 
Men’s College (California) and the Uni­
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versity of Michigan, at all of which active 
members of the Institute appeared as lec­
turers.
Internship Training. The committee 
on education is continuing its study of 
internship training.
Selection of Personnel. The number 
of colleges and universities using the Insti­
tute personnel testing program has in­
creased to 208 as compared to 159 the year 
before. Employers have continued to utilize 
the tests also, with the result that the 
financial deficit for the past year has been 
reduced to $8,011. The committee has suffi­
cient funds on hand to continue the pro­
gram for the coming year without any 
additional contribution from the Institute, 
and it is hoped that in the near future the 
program will become so nearly self-sup­
porting that future contributions, if any, 
will be nominal.
Personnel Reference Service. Last 
spring the committee on personnel refer­
ence offered for the first time a service 
through which college graduates, who had 
taken the Institute personnel tests, could 
be referred to prospective employers who 
had indicated a desire to review the appli­
cations of graduates seeking staff positions. 
Four hundred and fifty firms and practi­
tioners asked to have such  applications 
referred to them, but only a little more than 
300 students applied for the service. Since 
the period within which employment might 
be offered is not yet concluded, the com­
mittee does not know how many actual jobs 
were obtained as a result of its efforts. An 
attempt will be made next winter to pro­
mote more aggressively the use of the 
service by students in hope that larger 
numbers will be available for reference.
Ethics
During the past year, the committee on 
professional ethics has considered 21 com­
plaints, most of which have been disposed 
of without the necessity of filing formal
charges. In addition, the committee has 
answered 27 inquiries.
At the request of the executive commit­
tee, a special committee reviewed the trial 
procedure of the Institute and offered a 
number of recommendations for minor 
changes, which have been approved by the 
council, and some of which are incorpo­
rated in the proposed amendments to the 
by-laws to be put before this annual 
meeting.
To give effect to these changes the coun­
cil recommends that the annual meeting 
adopt an amendment to the by-laws which 
will make it clear that the trial board shall 
decide whether the name of a member 
against whom charges have been heard 
shall be published in the report of the 
proceedings and that the publication shall 
be in The CPA instead of The Journal of 
Accountancy. To that end the council 
proposes that Article VI, Section 3 be 
amended to read as follows:
“ The trial board shall decide, by majority 
vote of the members present and voting, 
whether the statement to be published shall 
disclose the name of the member involved. A 
statement of the case and the decision of the 
trial board thereon, shall be prepared by a 
member or members of the trial board, 
under a procedure to be established by it, 
and the statement and decision as released by 
the trial board shall be published in The
c p a ."
It is proposed that this amendment be 
substituted for the proposal to amend Sec­
tion 3 of Article VI contained in the. report 
of the committee on by-laws.
The council also recommends that the 
first paragraph of Rule No. 5 o f the rules 
of professional conduct be amended by 
changing the word “ shall”  to “ may”  and 
that the subsection (c) of the. rule be 
amended by changing the word “ grossly” 
to “ materially,”  so that these portions of 
the rule would read as follows:
“ (5 ) In expressing an opinion on represen­
tations in financial statements which he has 
examined a member may be held guilty of 
an act discreditable to the profession if :
( c )  He is materially negligent in the con­
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duct of his examination or in making his 
report thereon; or . . .”
Public Relations
The committee on public relations has 
given priority this year to three subjects: 
Protection of the position of CPAs in tax 
practice, maintenance of the integrity of 
CPA laws, and expansion of the opportuni­
ties of certified public accountants, par­
ticularly younger practitioners.
In line with these objectives, the public 
relations staff has prepared two tran­
scribed radio shows, which called attention 
to the position of the CPA in the tax field 
and each of which was presented on nearly 
200 local radio stations. Six 15-minute 
income-tax broadcasts over a nationwide 
hookup were also arranged, in addition to 
a number of television shows inspired by 
the Institute. A feature article on farmers’ 
tax problems, identifying the CPA with 
the subject, was placed in 15 farm jour­
nals with a combined circulation of five 
million. Other speeches, pamphlets, and 
articles have stressed the same topic.
A booklet entitled The CPA Examina­
tion— Gateway to a Profession, designed to 
explain the need for high standards, was 
prepared for distribution to members of 
legislatures, examination candidates, and 
others interested. More than 54,000 have 
been distributed.
A series of articles prepared by public 
relations counsel have appeared in 15 
trade magazines, stressing the value of the 
skilled services of CPAs to the small busi­
nessman. In cooperation with the National 
Association of Master Plumbers, the Insti­
tute prepared a series of three booklets, 
stressing the value of accounting services. 
The first booklet was sent to 30,000 master 
plumbers and the second to 15,000 mem­
bers of the Association. In addition to 
these major activities, the public relations 
department continued distribution of earl­
ier public information pamphlets, the is­
suance of press releases on various aspects 
of Institute activities, handled publicity 
for five regional conferences and the an­
nual meeting of the Institute, and many 
incidental activities.
State Society Relations
The subject of relations with state soci­
eties wa3 discussed at length at the spring 
council meeting of the Institute. The ob­
jectives of coordinating the state and na­
tional activities to the full extent possible, 
and particularly making the benefits of the 
Institute work available in the smaller 
communities, were universally approved. 
Three specific suggestions adopted at the 
meeting have already been put into effect: 
First, with the approval of state society and 
chapter officers, members of the Institute 
staff have undertaken to visit the smaller 
communities to meet informally with certi­
fied public accountants who have no chap­
ter or other local organization through 
which the Institute can communicate with 
them officially. It is expected that the 
seven principal staff members will visit 
approximately 50 smaller cities a year 
under this program.
Second, a two-day meeting of the sal­
aried executives of state societies of certi­
fied public accountants was held in New 
York late in August, under the auspices of 
the Institute staff. Sixteen state society 
executives were present and there was a 
full discussion of operating problems and 
ways and means of coordination at the 
work level. The meeting was sufficiently 
successful to evoke expressions of the hope 
that similar meetings can be made an 
annual event.
Third, the president of the Institute has 
requested state societies which do not have 
paid executives to designate official repre­
sentatives in the smaller cities where there 
is no chapter organization and where as 
many as five or six certified public ac­
countants are in practice, with the thought 
that the Institute may send public relations 
and other material direct to such official 
representatives for local utilization, thus 
relieving the voluntary officers of the state 
societies of the considerable task of distri­
bution. A number of state societies have 
already responded favorably to this sug­
gestion.
Meanwhile, the state society service de­
partment has inaugurated a monthly news­
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letter which is sent to state society 
presidents, executives and editors of local 
bulletins, summarizing important develop­
ments in the profession each month. The 
newsletter has proved most popular. An 
additional state society “ kit”  on press pub­
licity was sent to all societies on February 
1st. An additional “ kit”  on the operation 
of a speakers bureau is in process of pro­
duction.
Continuous correspondence with state 
society officers and committee chairmen 
has been maintained throughout the year. 
Officials of the Institute have spoken at 
approximately 150 state society meetings, 
exclusive of regional conferences.
Publications
The circulation of The Journal of Ac­
countancy has increased to the all-time 
high of 55,855. Advertising volume in­
creased approximately from $95,500 to 
$114,000. The monthly bulletin, The CPA, 
has been completely changed in style and 
format and is now published with a great­
er number of illustrations than before. The 
public relations department has assumed 
editorial responsibility for this bulletin. A 
summary of circulation of miscellaneous 
publications of the Institute, exclusive of 
The Journal and The CPA, but including 
research bulletins and public relations 
pamphlets and similar matter, is as 
follows:
D istributed N um ber G ross
Item
Books and
F re e Sold R eceip ts
Pamphlets 236,205 730,438 $164,453
Bank Forms 12 449,171 8,993
Library
During the past year, the library has 
received 9,283 visitors, answered 12,641 
inquiries, and loaned 7,950 books and 
pamphlets. The total collection has grown 
to 40,524 items. The library continues to 
offer one of the most useful services to 
members which the Institute provides. The 
General Fund absorbed a deficit in library 
operation for the year of about $18,000, 
the remainder of the expense being met 
from income of the Endowment Fund and 
Foundation.
A ccountants’ Index. The executive 
committee approved a suggestion that sup­
plements to the Accountants’ Index be 
published more frequently than in the 
past. Accordingly, the library is now at 
work on a supplement covering the two 
years 1948 and 1949, and thereafter will 
publish an annual supplement in paper 
covers which will be available at a lower 
price.
Technical Information Service
The technical information service estab­
lished early last spring has provided an­
swers to 204 technical questions submitted 
by members of the Institute in a seven- 
month period.
Individual Practitioners
The advisory committee of individual 
practitioners sent a communication to all 
the firms and practitioners represented in 
the membership last winter, which out­
lined the existing activities of the Institute 
which it believed o f value to individual 
practitioners, and invited suggestions for 
additional services. A large number of 
replies were received, most of them ex­
pressing a favorable reaction and some 
containing useful suggestions. The sugges­
tions are now being studied by the com­
mittee and recommendations may result. 
Meanwhile, the committee has gone on 
record as favoring publication of a 
comprehensive handbook for accounting 
practitioners, which would cover office 
procedures and administration of a prac­
tice, and would summarize generally ac­
cepted accounting and auditing procedures. 
The council has approved this project and 
authorized the expenditure of funds to 
initiate it. An editor has been engaged and 
work commenced. While the project may 
take two years to complete, it is believed 
it will be of tremendous value to all prac­
ticing accountants and particularly to the 
smaller practitioner.
Case Studies on Small Business. 
The advisory committee of individual prac­
titioners has also encouraged the commit­
tee on auditing procedure to publish audit
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case studies on small business, several of 
which have appeared in the past year.
R egional Conference Programs. The 
programs of regional conferences and 
of some of the graduate study symposiums 
this year have included a greater amount 
of material than formerly on the problems 
of the small accounting practitioner. The 
Journal of Accountancy likewise has de­
voted a great deal of attention to this field.
Group insurance
The American Institute of Accountants' 
insurance plan at July 1, 1950, included
1,000 firms, covering 2,772 lives for an 
aggregate amount o f insurance of $34,442,­
600. A  dividend for the policy year was 
received from the underwriters in the 
amount of $174,053, of which the trustees 
distributed $125,184 to the participants. 
This distribution brought the effective rate 
of life insurance for the policy year to 
$.78 per thousand per month.
Auditors
Council has elected Franke, North, Han­
non & Withey as auditors for the current 
fiscal year.
Staff
The present staff of the Institute and 
The Journal of Accountancy consists of 92 
full-time employees. The principal addi­
tions during the current year are Neil E. 
Harlan, assistant to the director of educa­
tion; Charles S. Sigety, technical assistant, 
committee on federal taxation; Jerome 
Campbell, associate editor; William H. 
Long, editorial assistant; and Allen Borst, 
administrative assistant.
Miss Susan Ranney, assistant to the 
treasurer, who has been head of the ac­
counting staff for 30 years, will retire in 
May, 1951. The executive committee has 
resolved that William H. Hird, now assist­
ant to the director of research, be ap­
pointed controller of the Institute at that 
date. Mr. Hird has many years of experi­
ence as controller of industrial corpora­
tions and in public accounting practice. 
He seems eminently qualified for this posi­
tion, particularly in view of his familiarity 
with the Institute’s affairs, gained in four 
years’ experience on its research staff.
Membership
The committee on membership has been 
unusually active in the past year and the 
results are apparent. New members ad­
mitted in the fiscal year numbered 2,289. 
Losses through death, resignation, and 
failure to pay dues total 259. With rein­
statements, there was a net increase of 
2,101 members, bringing the total member­
ship to 16,061, as of August 31, 1950, in 
comparison with 13,960, September 1, 
1949. Forty international associates were 
admitted during the year.
Annual Meetings
Council has resolved that the 1951 an­
nual meeting be held at the Hotel Statler, 
Washington, D. C.; and that the 1952 
meeting be held at the Shamrock Hotel, 
Houston, Texas; 1953, Chicago.
Enlargement o f the Council
In order to afford adequate representa­
tion to the increasing membership, council 
has recommended an amendment to the 
by-laws which will be submitted to the 
annual meeting, providing for an increase 
in the number of elected council members 
from 48 to 72. If this amendment is 
adopted, it will mean that every state hav­
ing 50 or more members of the Institute 
within its borders will be represented on 
the council at all times by an elected mem­
ber serving a three-year term, in addition 
to its state society president. It is believed 
that this change will insure that the coun­
cil will represent a fair cross-section of 
the membership in all parts of the country.
Deaths o f Council Members
The council has suffered heavy loss in 
the past year in the deaths of four of its 
members and one recently retired member: 
Carl H. Nau, Ohio, past president; War­
ren W. Nissley, New York, treasurer; 
Parry Barnes, Missouri; J. Robert McCoy, 
California; Earl A. Waldo, Minnesota.
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Council has adopted resolutions expressing 
its sorrow at the loss of these loyal mem­
bers, each of whom was a leader of the 
profession in his community.
Finances
Voluntary contributions from accounting 
firms and practitioners represented in the 
membership, aggregating nearly $70,000, 
enabled the officers and committees to ex­
pand the activities of the Institute and 
undertake new projects to an extent which 
would not have otherwise been possible. 
During the year, increases in membership 
and sales of publications have resulted in 
additional revenues, which will permit the 
expanded program to be maintained in the 
year 1950-51 without any request for 
voluntary contributions. Contributions al­
ready made for the current fiscal year have 
been refunded. Council expresses its ap­
preciation to all those who responded to 
the request for contributions, not only be­
cause the money could be put to useful 
purposes, but because the evidence of sup­
port permits the council to plan for the 
future with confidence.
Total consolidated income of the Insti­
tute, including voluntary contributions, 
was $713,010. Total expenses were 
$694,378, leaving an excess of income of
$18,632 which will be transferred to the 
Contingency Fund. The budget for the 
next year indicates that income without 
voluntary contributions will be sufficient to 
meet foreseeable expenses.
Other Activities
Space does not permit a detailed recital 
of the many other useful and interesting 
activities of the Institute which have oc­
curred during the year. Committees which 
have been active, in addition to those al­
ready named, are: the committee on 
admissions which has screened all applica­
tions for admission to membership, the 
committee on accountants' liability and 
liability insurance, the committees on an­
nual awards, by-laws, budget and finance, 
appointments, coordination of activities of 
state and national organizations, history, 
meetings, natural business year, social 
security, state legislation, stock brokerage 
accounting, systems and internal account­
ing, technical sessions.
Respectfully submitted,
For the Council 
George O. Carlson, Chairman 
John A. Peyroux 
Raymond E. R ickbeil 
October 3, 1950
Report of the Executive Director
To the Council of the
A merican Institute of A ccountants:
Gentlemen: The past year has seen a 
marked expansion of Institute activities, 
largely made possible by the voluntary 
contributions so generously made by some 
2,500 firms and practitioners who wanted 
to see the work increased. The expansion 
of the work has been accompanied by an 
increase of revenues from dues and sales 
of publications, so that voluntary contribu­
tions will not be necessary to maintain the 
expanded program this year.
Increased activity has been evident in 
every department, but perhaps the most 
notable results have been accomplished 
in the fields of public relations, publica­
tions, technical information, increased 
attention to the needs of smaller practi­
tioners, and closer relations with state 
societies. The committee reports will re­
cite the major accomplishments. This 
report, therefore, attempts only to supple­
ment the committee reports by making 
a record of the staff work in the major 
areas of activity— technical research and 
information, library, federal taxation, ex­
aminations, education, public relations, 
state society service, publications, ethics, 
meetings, group life insurance, member­
ship promotion and admissions, relations 
with government agencies and other or­
ganizations, and the so-called “ housekeep­
ing”  tasks.
The Institute now has quite a large 
number of people working for it. In addi­
tion to some 550 committee members and 
officers who in the aggregate devote an 
incredible amount of time to their duties, 
the full-time staff now numbers 92. A 
great deal of work is also performed by 
legal counsel, the auditors, public-rela­
tions counsel, the project office for the 
personnel-testing program, the research 
consultant to the Business Income Study 
Group and his full-time assistant, insurance 
advisers and the trustee under pension 
and insurance plans, more than 70 exam­
iners who grade papers about four months 
each year.
The fact that this large and rather com­
plex organization operates as smoothly as 
it does, with hardly any lost motion and 
remarkably few blunders, is a tribute to 
the intelligence, industry, and devotion to 
the common cause of all the people who 
compose it.
Technical Activities
Since the spring report to council, the 
research department, under the direction 
of Carman G. Blough, has organized two 
meetings of the committee on accounting 
procedure, and one meeting of the com­
mittee on auditing procedure.
The bulletin Audits by Certified Public 
Accountants, was issued in June, 1950. 
Copies were sent free to about 15,000 
banks, and to all members of the Insti­
tute. Sales at September 1st were 21,514 
copies, resulting in receipts of $9,389. 
Two case studies in auditing procedure, 
and two case studies in internal control 
have been published since the last report 
to council. Two accounting research bul­
letins, a restatement of accounting prin­
ciples contained in previous research 
bulletins, and two case studies in auditing 
procedure are now in process. A compre­
hensive statement on essential disclosures 
is in preparation.
All preliminary work, including com­
pilations of statistics, of the annual review 
of published corporate reports has been 
completed, and the manuscript is now in 
preparation for early printing.
An article dealing with Statement on 
Auditing Procedure No. 23, prepared by 
the research director, was published in 
the June, 1950, issue of Credit and Fin­
ancial Management.
The director has addressed 13 meetings 
of accountants, and in addition has taken 
an active part in the work of the com­
mittee on SEC.
Since the last report to council, the
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technical information service, also under 
the supervision of the director of research, 
has provided answers to 128 inquiries 
containing questions submitted by mem­
bers of the Institute. In addition, 64 tech­
nical questions were answered by the 
research department.
Library
The following indicates the increased 
scope of activities of the library of the 
Institute for the past five months:
Reading room attendance 3,144
Reference questions:
By visitors 3,332
By correspondents 1,183
Total 4,515
Circulation of books and pamphlets 2,853
The total collection of books and pamph­
lets in the Institute library now numbers 
40,464.
The library also assumes responsibility 
for publication of the Accountants' Index. 
In accordance with instructions of the ex­
ecutive committee a two-year supplement 
covering the years 1948 and 1949 will be 
published late this year, and thereafter a 
supplement will be published every year.
Federal Taxation
Charles E. Sigety joined the staff of the 
Institute on September 1st, and will act 
as technical assistant to the committee on 
federal taxation. The duties of clearing 
correspondence and arranging for meet­
ings of the committee have meanwhile 
been handled by the administrative de­
partment. Now a greatly enlarged pro­
gram of activity for the tax committee is 
being planned, which it is hoped will en­
hance the prestige of the profession in 
this field.
Education
The uniform CPA examination in May 
produced more than 25,000 subject papers 
graded by a staff of 73 examiners under 
the direction of Robert L. Kane, Jr., di­
rector of education. The work was com­
menced on May 22nd and completed July 
20th. Altogether 11,986 candidates sat for
the uniform CPA examination in May in 
42 cooperating states, the District of Col­
umbia and two territories. The selection- 
of-personnel tests were used this spring 
in 208 colleges. They were also utilized by 
some corporations and accounting firms. 
The increase in volume of sales resulted 
in reducing the expected deficit of the 
project to $8,011.
The personnel-reference service under­
taken experimentally last spring evoked 
enough interest among both employers and 
students to encourage the hope that it 
may fill a real need.
Graduate study symposiums were held 
this spring at the University of Maryland, 
University of Wisconsin, Claremont Men’s 
College, and the University of Michigan, 
with the encouragement, advice, and as­
sistance of the Institute.
Public Relations
The public relations department, under 
the supervision o f Charles E. Noyes, di­
rector of public relations, has continued 
to expand its activities, with advice and 
assistance from public relations counsel. 
Among the activities for the period since 
the spring council meeting are the follow­
ing:
In cooperation with the National As­
sociation of Master Plumbers three pamph­
lets have been prepared and distributed 
among the members of that association 
pointing out the value of. various account­
ing services.
A fourth pattern speech—“ Business and 
Public Opinion”— has been prepared. One 
hundred and one copies have been distrib­
uted in response to individual requests.
Articles, prepared by the public rela­
tions department in cooperation with pub­
lic relations counsel, have appeared in 16 
trade papers and industrial journals, with 
an aggregate circulation of at least 
470,500.
The production of two recorded radio 
programs related to income taxes for re­
broadcasting over local radio stations next 
winter has been virtually completed.
The department assisted in planning 
programs for four regional conferences
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held this spring, and the director and 
assistant director handled publicity at 
these conferences.
A speakers’ bureau “ kit”  for state so­
ciety officers and public-relations commit­
tees has been prepared and will soon be 
ready for distribution.
News items in the daily press referring 
to the Institute and certified public ac­
countants continue to increase. Over 1,200 
news items have been released during the 
past five months, and 1,725 clippings of 
published items have been received.
The speakers’ bureau and the other 
customary public relations activities have 
been carried on as usual. A number of 
magazine articles and other special proj­
ects are in the planning stage.
In addition, the director of public rela­
tions cooperates with other departments 
and committees of the Institute in the 
consideration of policy questions having 
public-relations aspects.
State Society Service
The state society service department, 
which is under the immediate supervision 
of John Lawler, assistant director of public 
relations, prepares a monthly newsletter 
which is sent to officers of state so­
cieties and editors of state society 
bulletins. The department has also as­
sumed responsibility for the production 
of The CPA, the monthly membership bul­
letin of the Institute. Special reports have 
been released to state societies on codes 
of ethics of the various states and state 
society awards. A questionnaire on present 
reciprocity provisions of the state laws 
throughout the United States was prepared 
for the committee on state legislation.
Forty-four of the state legislatures will 
be in session next year, and there is 
every indication that a large number of 
them will consider bills affecting the ac­
counting profession. The department has 
communicated with state society and 
chapter officers, suggesting that members 
in each state discuss with members of 
legislatures the public interests in CPA 
standards.
A meeting of salaried executives of 
state societies was held August 28 and 29,
at the headquarters of the Institute, for 
the purpose of discussing coordination of 
state and national activities at the work 
level. Sixteen states were represented. All 
those present expressed the hope that 
similar meetings could be held annually.
As a means of getting into closer 
communication with CPAs in smaller 
communities, where 25 per cent of the 
membership resides, seven principal mem­
bers of the staff have undertaken to visit 
50 or 60 smaller cities each year for in­
formal meetings with practicing CPAs. 
This program began this spring, with 
visits to 24 such cities, arranged in co­
operation with the state societies.
The pamphlets A Career in Public Ac­
counting, and The CPA Examination— 
Gateway to a Profession, published early 
in the year, have been widely distributed. 
The total circulation to date of these two 
booklets is 88,954.
Publications
The Journal of Accountancy, under the 
immediate direction of William S. Pap- 
worth, managing editor, has continued to 
forge ahead, as the following statistics in­
dicate :
1950 1949
Total circulation
August 31 55,855 52,004
Advertising income
August 31 $113,990 $95,482
Net income for 12 months,
after taxes $22,320 $19,184
During the year the publications staff 
has handled the production and promo­
tion of 20 bulletins and pamphlets, of 
which more than 300,000 copies have been 
distributed. In process at the present time 
are two publishing efforts: (1) a rewrit­
ing and republication of the two books 
Duties of the Junior Accountant and 
Duties of the Senior Accountant, and (2) 
the editing and publication of a memorial 
volume containing excerpts from writings 
of the late Victor H. Stempf.
A comprehensive book catalog was 
printed in July and mailed to all Journal 
subscribers.
A new circulation fulfillment system was
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initiated in January, 1950, with the result 
that the renewal rate has greatly in­
creased.
The volume of editorial material avail­
able to The Journal is high— perhaps 
double that of last year. Extensive and 
continuing negotiations are carried on 
with a great many authors. The objective 
continues to be the processing and evalua­
tion of the maximum volume of material 
with a view to selecting that which is of 
greatest interest and value to readers. A 
practitioners’ department, and a systems’ 
and methods’ department are expected to 
be established in the near future in The 
Journal.
The Journal of Accountancy was given 
an award of merit in the Industrial Mar­
keting annual competition for excellence 
of graphic presentation.
Administrative Department
H. T. Winton, administrative secretary, 
has attended four meetings in Boston to 
work with the committee on meetings on 
preparations for the annual meeting, and 
has assumed full responsibility for all staff 
work involved in arrangements for the 
meeting and the technical program. An 
advance registration of over 1,000 has al­
ready been received, which indicates that 
this year’s annual meeting will be one of 
the largest in the Institute history.
Mr. Winton has also assisted the trustees 
of the group life insurance plan sponsored 
by the Institute, which has recently been 
amended so as to designate the Central 
Hanover Bank and Trust Company as 
trustee, thus relieving the members of the 
Institute who have acted in that capacity. 
The annual report of the trustees shows 
that the total number of public account­
ing organizations participating at July 1, 
1950, was 1,000. The total amount of 
coverage purchased was $34,442,600. In 
July, 1950, an annual dividend of $174,033 
was issued by the companies concerned, 
of which $125,184 was refunded by the 
trustees to the subscribers, reducing the 
effective cost of the insurance to $.78 per 
thousand per month.
The committee on professional ethics
has considered 21 complaints, and received 
27 inquiries during the year. Complaints 
and inquiries are dealt with by Mr. Win­
ton under the supervision of the commit­
tee.
Staff work involved in membership pro­
motion and admissions is also a respon­
sibility of the administrative department. 
The unusual efforts made this year to en­
large the membership have resulted in 
the receipt of 2,480 applications this year. 
The results have been as follows:
Applications received to
1949-50 1948-49
August 31
New members elected to
2,480 1,927
August 31
Applications pending
  2,292 1,912
August 31 701 591
The administrative department prepared 
statistics on the membership of the Insti­
tute, and related statistical information 
was obtained from 4,000 nonmember CPAs 
by questionnaire. A summary of this data, 
which indicated the division of the mem­
bership geographically and by types of 
practice was published in the March CPA.
In the administrative department, also, 
are the so-called “ housekeeping”  activities 
of the Institute— personnel administration, 
accounting, purchasing, and office services. 
Some indication of the volume of work 
in these areas is provided by the following 
statistics:
Personnel: For full fiscal year— Sep­
arations 53, additions 66, applicants inter­
viewed 248.
Accounting: For full fiscal year—Re­
corded receipts of $1,572,163, disburse­
ments of $1,639,367, prepared periodic 
financial statements and detailed budget 
comparisons, sales, payroll, and income- 
tax returns, budget for 1950-51, and sta­
tistical analysis for management purposes.
Purchasing: For full fiscal year— Pur­
chased paper, printing, equipment, supplies 
aggregating approximately $285,000. In­
terviewed 198 salesmen. Assumed respon­
sibility for control of inventories.
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Office Services: For full fiscal year 
— Dispatched 377,562 pieces of mail, filled 
orders for 845,046 miscellaneous publica­
tions, maintained addressograph lists, 
provided ditto and multilithing service for 
all departments.
Executive Director
In addition to his regular duties the 
executive director, since the spring meet­
ing of council has attended conferences at 
Washington with government officials on 
wages and hours, defense and manpower 
problems, and State Department questions 
related to practice of American account­
ants abroad.
He has also attended meetings of the 
committee on national defense, the com­
mittee on foreign affairs, the committee 
on budget and finance, the committee on 
selection of personnel, the committee on 
CPA handbook, and three meetings of the
executive committee, and presided at the 
two-day meeting of state society executives 
in New York in August.
He has spoken at meetings of CPAs in 
Boston, Massachusetts 
Buffalo, New York 
Cleveland, Ohio 
Detroit, Michigan 
South Bend, Indiana 
Virginia Beach, Virginia 
Seattle, Washington 
Edgewater Beach, Mississippi 
Little Rock, Arkansas 
Johnson City, Tennessee 
Toledo, Ohio
Sioux Falls, South Dakota 
Grand Forks, North Dakota
Respectfully submitted,
John L. Carey, Executive Director
September 15, 1950
Report of the Executive Committee
To the Council of the 
 A merican Institute of A ccountants:
Gentlemen: The executive committee 
has held three meetings since its report 
to the council at the April meeting. Copies 
of the minutes of all meetings, with the 
exception of that held at Boston imme­
diately preceding the annual meeting, have 
been forwarded to all members of the coun­
cil.
National Defense
The hostilities in Korea led to considera­
tion of the extent to which the Institute 
activities might be affected by the neces­
sity for an increase in the nation’s military 
power, and the probable controls over man­
power and economic affairs accompanying 
such an effort. The president, with the 
approval of the executive committee, ap­
pointed a committee on national defense, 
which has already met and discussed prob­
lems with which it probably will have to 
deal.
The executive director, with the ap­
proval of the committee on national de­
fense, filed a request with the Department 
of Labor’s Committee on Critical Occupa­
tions and Essential Activities, that certified 
public accountants or accountants with 
equivalent qualifications be included in the 
list of critical occupations, and that ac­
counting services be included in the list of 
essential activities published as a guide 
for occupational deferment of reservists 
and national guardsmen. Similar represen­
tations will be made to the Selective Service 
headquarters when it appears necessary 
to do so. 
 The executive committee has resolved 
that the dues of members serving in the 
armed forces of the United States or its 
allies be waived until further notice.
• After consideration of the extent to
which defense activities should have pri­
ority in the Institute program, the execu­
tive committee authorized the officers of 
the Institute to utilize the Institute staff 
and personnel of committees to whatever 
extent seemed necessary to meet demands 
arising from a national emergency, re­
gardless of the regular activity programs 
and of committee jurisdiction over staff 
personnel.
Meanwhile, the regular activities of the 
Institute will be continued to the extent 
possible until the scope of military mobili­
zation indicates the necessity for change.
Relations with Bar Associations
The chairman of the committee on rela­
tions with the bar will report in detail to 
the council on developments with which 
his committee has been concerned since 
the White Sulphur Springs meeting. Mean­
while, as a member of the executive com­
mittee, he has kept this committee 
informed of developments, which have 
been the subject of extended discussion.
Conway Case
On learning that the defendant in Gard­
ner v. Conway intended to appeal from 
the decision of the District Court of Ram­
sey County, Minnesota, that he was en­
gaged in the unauthorized practice of the 
law in giving certain advice in conjunction 
with a request to prepare a tax return, 
the executive committee resolved that the 
Institute should intervene as a friend of 
the court to urge that the final decision 
should not be so broad as to apply to cer­
tified public accountants, in view of the 
fact that a CPA was not involved in the 
case. Counsel for the Institute has pre­
pared a brief on behalf of the Institute 
which will soon be filed with the Supreme 
Court of Minnesota if the case goes for­
ward.
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National Conference of 
Lawyers and CPAs
The statement of principles relating to 
practice in the field of federal income 
taxation, approved by the National Con­
ference of Lawyers and Certified Public 
Accountants without dissenting vote of any 
of its ten members, and approved by the 
council of the Institute at its April meet­
ing, was not submitted to the House of Del­
egates of the American Bar Association 
at its meeting at Washington in September. 
The Institute conferees have as yet re­
ceived no official report of the disposition 
of the matter by the Bar Association. The 
chairman of our committee on relations 
with the bar will report his understanding 
of the situation.
SEC Regulation S-X
After discussion of the proposed amend­
ments to SEC Regulation S-X, the execu­
tive committee resolved to recommend to 
the council that it adopt the following 
resolution:
Whereas, The council of the American 
Institute of Accountants has considered 
the proposed revision of Regulation S-X 
by the Securities and Exchange Commis­
sion and has observed that rules estab­
lishing matters of accounting principle 
have been incorporated therein; and
Whereas, This proposal represents a 
change in policy from one which has 
proved highly successful in improving 
financial reporting during recent years and 
constitutes a move which the council be­
lieves is adverse to the public interest in 
that it would inevitably lead to inflexibility 
of accounting procedures and a stagna­
tion of accounting development; and
Whereas, The council is of the opinion 
that the orderly development of accounting 
in the past has been achieved by the com­
bined and coordinated efforts of all con­
cerned including the business world, the 
accounting profession and governmental 
agencies, and that this method has proven 
so successful in practice that it should in
the public interest neither be minimized 
nor abandoned;
Now therefore be it Resolved, That 
the council is opposed to the issuance of 
rules by the Securities and Exchange Com­
mission establishing matters of accounting 
principle, and instructs the executive com 
mittee and the officers of the Institute to 
take such steps as they deem appropriate 
to convince the Securities and Exchange 
Commission that it should reconsider its 
proposal to issue such rules.
Inasmuch as this subject has been un­
der study by the committee on accounting 
procedure and the committee on relations 
with SEC, it is suggested that action on 
the proposed resolution be deferred until 
after the reports of those committees have 
been heard and discussed.
Hoover Commission 
Recommendations
The Institute has supported the efforts 
of the Citizens Committee for the Hoover 
Report to bring about legislation to give 
effect to the recommendations of the 
Hoover Commission for elimination of 
overlapping, duplications, and waste in the 
operations of the federal government. In 
view of the present emergency it seems to 
your executive committee that the Hoover 
Commission’s recommendations which have 
not yet been acted upon should be taken 
up by the Congress without further delay. 
Accordingly, the executive committee sug­
gests that the council recommend to the 
annual meeting of the members of the In­
stitute that the following resolution be 
adopted:
Whereas, The necessity for increased 
expenditures by the federal government 
for purposes of national defense makes 
even more desirable than formerly the 
greatest possible economy in administra­
tion of all departments of the federal gov­
ernment; and
Whereas, Only a part of the recom­
mendations of the Bi-Partisan Hoover 
Commission directed to the elimination of
Report of the Executive Committee 25
overlapping, duplications, and waste in the 
operations of the federal government have 
been adopted by the Congress.
Therefore be it Resolved, That the 
American Institute of Accountants at its 
annual meeting at Boston, Massachusetts, 
October 3, 1950, urges the Congress to en­
act legislation at the earliest possible time 
to give effect to the remaining recommen­
dations of the Hoover Commission which 
have not yet become effective.
Wages and Hours
After further consideration of the ap­
plication of the wage-and-hour regulations 
to practicing certified public accountants, 
the executive committee authorized the 
president and executive director, with the 
assistance of counsel, to request the Wage 
and Hour Division to amend its regula­
tions so as to exclude certified public ac­
countants from the $75-a-week salary 
limitation, as lawyers and doctors are now 
excluded. The proposal has been the sub­
ject of two extended informal conferences 
with officials of the Wage and Hour 
Division at Washington, and a written 
memorandum in support of the proposal 
has been submitted for their considera­
tion. The results should be known in the 
near future.
Social Security Bill
At the White Sulphur meeting of coun­
cil the executive committee reported the 
results of the questionnaire addressed to 
self-employed members of the Institute, 
seeking opinions as to whether amendment 
to the Social Security bill should be pro­
posed by the Institute, designed to exclude 
certified public accountants from the old- 
age benefits as self-employed lawyers and 
doctors and members of certain other 
professions were excluded in the original 
bill. The opinion of the members was 
divided, though a substantial majority   
favored an amendment which would ex­
clude certified public accountants from the 
benefits along with the other well-known 
professions. In view of the substantial 
minority opinion, however, the executive
committee reported that it had decided to 
take no action. This decision was protested 
on the floor of the council meeting, but the 
report of the executive committee was ap­
proved.
Soon afterward it was reported that 
engineers and architects had been added 
by an amendment to the list of professions 
excluded from benefits in the bill. This 
left certified public accountants as prac­
tically the only well-known profession not 
mentioned. The executive committee re­
solved to request an additional amend­
ment adding certified public accountants 
to the list. This was done and the bill 
was amended accordingly. Later it was 
learned that representatives of the National 
Society of Public Accountants had re­
quested a similar provision for noncertified 
accountants. The legislation as finally en­
acted excludes from old-age benefits self- 
employed certified, licensed, or practicing 
public accountants. Some letters have 
been received from members protesting the 
Institute action in supporting an amend­
ment which deprives them of old-age bene­
fits.
Certified Public 
Accountants' Handbook
After extensive consideration of a pro­
posal that the Institute publish a certified 
public accountants’ handbook, including 
articles on administration of a public ac­
countant’s practice, office procedure, and 
summaries of accounting and auditing 
procedures, and following an exploration 
of the proposal by a committee appointed 
under the authority of the executive com­
mittee for the purpose, it was resolved that 
the committee be authorized to proceed 
with the project, and to expend up to 
$15,000 for prepublication costs of pre­
paring the handbook. The committee has. 
reported that James L. Dohr has agreed to 
act as editor of the handbook. A question­
naire, seeking advice as to the scope of 
the contents of the handbook, has already 
been sent out to representative public ac­
counting firms.
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Study of Reciprocity 
In Granting CPA Certificates
As a result of reports of difficulties 
being encountered in a number of states 
by persons applying for reciprocal CPA 
certificates, the executive committee re­
quested the committee on state legislation 
to study the reciprocal provisions and 
interstate practice requirements in the sev­
eral states, and submit whatever recom­
mendations seemed appropriate.
Uniform CPA Examination
The board of examiners asked the 
opinion of the executive committee as to 
the level of difficulty at which it was de­
sirable that the CPA examination be set, 
and as to whether it was proper to include 
questions and problems which might be 
presumed to require practical experience 
on the part of the candidate for a correct 
response. After discussion, a subcommit­
tee was authorized to reply that in the 
opinion of the executive committee issuance 
of the CPA certificate presupposed a per­
iod of internship, and that questions and 
problems used in the examination should 
be based on the assumption that the can­
didate had acquired, by instruction or 
experience, a knowledge requisite to the 
practice of public accounting in a com­
petent manner.
Trial Procedures
At the request of the executive com­
mittee, a subcommittee reviewed the pro­
cedures' of the trial board of the Institute 
and related functions of the committee on 
professional ethics. A preliminary report 
of the subcommittee resulted in some 
changes by the executive committee as a 
whole. The revised report, incorporating 
these changes, is submitted herewith as a 
supplementary report of the executive 
committee, with a recommendation that it 
be approved, that it be published for 
the information of the membership, and 
that amendments to the by-laws necessary 
to give effect to the proposals be submitted 
for approval on the floor of the annual 
meeting October 3 , 1950.
National Society of 
Public Accountants
The executive committee received a let­
ter from the chairman of a committee of 
the National Society of Public Accoun­
tants, appointed to cooperate with other 
professional organizations, stating that the 
committee would like to meet with repre­
sentatives of the American Institute of 
Accountants. It was the sense of the exec­
utive committee that the Institute should 
meet with representatives of any other 
organization which might request an op­
portunity to discuss problems of mutual 
interest. Accordingly, the executive direc­
tor was authorized to reply that members 
of the executive committee would meet 
with a committee of the National Society 
at any mutually convenient time. Such a 
meeting has been arranged for October 
9th.
American Institute 
Publishing Company
In order to consolidate the business 
management of the Institute and its wholly 
owned subsidiary, the American Institute 
Publishing Company, the executive com­
mittee resolved that the committee on pub­
lication, charged with supervision of the 
business and financial affairs of The Jour­
nal of Accountancy, should in the future 
be composed of five members of the exec­
utive committee of the Institute, who 
would also serve as officers and directors 
of the Company. It was simultaneously 
resolved that an editorial advisory board 
should be created, including partners of 
accounting firms, individual practitioners, 
teachers, and corporate officials, whose 
function it would be to review manuscripts 
submitted to The Journal and advise on 
editorial content and policy, which had 
previously also been among the duties of 
the committee on publication.
On receipt of advice that dissolution 
of the American Institute Publishing Com­
pany, and the publication of The Journal 
of Accountancy by the Institute itself, 
might be practicable, the executive com­
mittee appointed a subcommittee to ex­
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plore the possible tax effects of such a 
step, and to consider the possibility of 
protecting the Institute against liability for 
libel and slander through the purchase of 
insurance.
Technical Committees
In the belief that it was not desirable 
to maintain committees which do not have 
clearly defined continuing duties to per­
form, the executive committee resolved 
that the following committees should be 
discontinued:
Committee on Cooperatives
Committee on Federal Government 
Accounting
Committee on Municipal Accounting
Committee on Social Security
Committee on Systems and Internal 
Accounting
Committee on Stock Brokerage Ac­
counting
Advisory Committee on Appointments
Advisory Committee o f Industrial Ac­
countants
In taking this action, it was the sense 
of the executive committee that any of 
these committees might be reappointed 
when problems presented themselves to 
which such committees might profitably 
devote attention, and that additional tech­
nical committees might be created when 
in any field o f economic activity problems 
related to accounting or auditing arose 
which might be studied with profit by rep­
resentatives of the Institute. It was also 
the sense of the executive committee that 
such technical committees should include 
members of the Institute employed in the 
industries concerned, as well as members 
engaged in public practice.
Auditors
The executive committee recommends 
the election of Franke, North, Hannon & 
Withey, New York, as auditors for the 
Institute for the fiscal year 1950-51. Elec­
tion of auditors at the fall meeting facili­
tates the preparations to undertake their 
work at the end of the fiscal year.
Future Meeting Places
Arrangements have already been made 
for the spring meeting of council at the 
Broadmoor Hotel, Colorado Springs, Col­
orado, May 7 to 11, 1951. Reservations 
have been made for the 1952 spring meet­
ing of council April 26 through May 1 at 
the Greenbrier, White Sulphur Springs, 
West Virginia. An effort to make reserva­
tions for the 1953 meeting of council at 
the Arizona Biltmore, Phoenix, Arizona, 
elicited the information that the latest 
dates at which the Institute could be ac­
commodated for a meeting were April 13 
to 16, 1953. The opinion of council is 
requested as to whether or not those 
dates would be satisfactory.
The 1951 annual meeting of the Insti­
tute will be held at the Hotel Statler, 
Washington, D. C., October 22 to 26. Ar­
rangements have been made to hold the
1952 annual meeting at the Hotel Sham­
rock, Houston, Texas, October 5 to 9. 
The executive committee had undertaken 
to explore the possibility of holding the
1953 annual meeting at the Waldorf- 
Astoria, New York. The committee has 
now been informed, however, that the Illi­
nois Society of Certified Public Accoun­
tants will celebrate its 50th anniversary 
in 1953 and would welcome the annual 
meeting of the Institute in Chicago in the 
fall of that year. The executive committee 
recommends to the council that the invi­
tation of the Illinois Society be accepted, 
and that arrangements be made for a 
meeting in New York, if possible, in 1954.
Accountants' Index
After discussion, the executive commit­
tee came to the conclusion that the Ac­
countants’ Index would be most useful to 
members of the Institute if it were pub­
lished at more frequent intervals than 
heretofore. Accordingly, the committee 
authorized the publication of a two-year 
supplement to the Index covering the lit­
erature published in 1949 and 1950, at a 
recommended price of $7 a copy, and that 
thereafter the Index be published an­
nually in paper covers at a price of $5.
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Securities
The executive committee approved the 
following purchases and sales of. securi­
ties:
American Institute 
Of Accountants— General Fund
Sale:
$50,000 United States of Ameri­
ca 1⅛ %  Treasury Cer­
tificates of Indebtedness 
Series “ S” , due Septem­
ber 15, 1950 @  100 net $50,000.00
— Endowment Fund
Sales:
$ 5,000 Canadian Pacific Rail­
way Co. 4%, perpetual 
@  100⅜ , less commission $ 5,004.88
5,000 Atlantic Coast Line Rail­
way Co. 4½ % , 1964 @
106, less commission .....  5,284.89
3,000 St. Louis, San Francisco 
Railway Co. 4%, @  98½ ,
less commission ...........  2,942.69
$13,232.46
Purchases:
57 Shares United States 
Steel Corporation 7c/o, 
preferred stock @  148¼
plus commission ...........  $ 8,473.52
26 Shares American Smelt­
ing and Refining Co., 7%  
preferred stock @  167½ , 
plus commission ...........  4,368.00
3 Shares American Smelt­
ing and Refining Co., 7%  
preferred stock @  168¾ ,
plus commission  ........... 512.43
160/200 Shares Standard Oil Co.
(New Jersey) @  81⅛ ,
net ..................................... 64.90
$13,418.85
American Institute of 
Accountants Foundation
Sales:
$10,000 Canadian Pacific Rail­
way Co. 4% , perpetual 
@  100⅜ , Jess commis­
sion ..................................  $10,007.30
Purchases:
8 Shares United States 
Steel Corporation 7%, 
preferred stock @  148¼ ,
plus commission ............ $ 1,189.27
44 Shares American Smelt­
ing and Refining Co.,
7%  preferred stock @
167, plus commission .. 7,372.00
8 Shares American Smelt­
ing and Refining Co.,
7%  preferred stock @
168%, plus commission .. 1,350.48
$9,911.75
American Institute 
Benevolent Fund, Inc.
Sales:
$ 5,000 Canadian Pacific Rail­
way Co., 4% , perpetual 
@  100% less commission $ 5,009.90
Purchases:
35 Shares United States 
Steel Corporation, 7%, 
preferred stock @  148¼ , 
plus commission ............ $ 5,203.04
American Institute 
Publishing Co., Inc.
Purchases :
$74,000 United States 2 ¼ %
Treasury Bonds, due 
June 15, 1962/59, @
101 11/32 net ................ $74,994.38
Membership
At August 31, 1950, the membership of 
the Institute was 16,061. A total of 2,329 
new members have been admitted in the 
current fiscal year 1949-50; 31 members 
were reinstated; 101 members have been 
lost by resignation; 60 by nonpayment of 
dues; 98 by death.
The members who have resigned or 
have been dropped constitute 1 per cent 
of the membership. Last year the aggre­
gate losses from these sources were 1.5 per 
cent.
Deaths of the following members have 
been reported since the April meeting of 
council:
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Ernest Pel Adams 
Parry Barnes 
Robert J. Bennett 
N. B. Bergman 
Charles A. Binder 
Cletus W. Bourke 
Joseph K. Brelsford 
Glenn Lathrop Brown 
Harry W. Burleson 
Sebastian Cabot 
Wesley T. Cole 
Claude Collard 
Aloysius Congdon 
Charles B. Coultaus 
George H. Drickamer 
Arthur S. Driver 
Chester M. Eastes 
Lon M. Fletcher 
Joseph F. Furst 
Nathan Gelber 
Fred G. Gamer 
S. A. Graziano
Edward J. Greaney 
W. Bowen Henderson 
A. G. Hieronymus 
Linwood T. H. Holt 
Edward W. Koehler 
Adolph J. Krueger 
H. I. Lippincott 
L. DeR. MacMillan 
William McAdam 
J. Robert McCoy, Jr. 
Crescent A. Parker 
F. G. Pearson 
Michael Peyser 
Millard H. Ronzone 
Paul J. Schlesinger 
David W. Schriewer 
Wilbert A. Smith
I. K. Steinberg 
Rhae M. Swisher 
Joseph M. True 
Francis Leigh Wood 
Anthony J. Yocis
The executive committee recommends 
that council adopt the following resolu­
tions :
Resolved, Council of the American In­
stitute of Accountants learns with deep 
sorrow of the death of Parry Barnes, a 
member of the council, and a tireless 
worker for the advancement of his pro­
fession. Over a long period o f years, Mr. 
Barnes made great contributions to the de­
velopment of public accounting in Mis­
souri, and the Kansas City Chapter of 
the Missouri Society o f Certified Public 
Accountants. As a vice president of the 
American Institute of Accountants, a mem­
ber of its executive committee, its com­
mittee on professional ethics, and many 
other important committees, Mr. Barnes 
added significantly to the prestige and ac­
complishments of his profession on a na­
tional scale. His clear vision and his 
unusual ability in oral debate established 
him as a leader in the councils of the 
accounting profession.
B e it further Resolved, That this reso­
lution be inscribed in the official minutes 
of the council, and that a copy be sent to 
Mr. Barnes' family and professional asso­
ciates.
*
Resolved, That council of the American 
Institute of Accountants learns with pro­
found regret of the sudden and untimely 
death of its fellow member, J. Robert 
McCoy, Jr. Mr. McCoy had become an 
outstanding member of the profession in 
his adopted state of California by untiring 
service to the California Society of Certi­
fied Public Accountants, culminating in 
his election to the presidency several years 
ago. As a member of council of the Amer­
ican Institute of Accountants, and a mem­
ber of its committee on professional ethics, 
and other committees, Mr. McCoy exer­
cised a constructive influence on the 
activities and policies of the national 
professional organization. Members of the 
Institute will remember gratefully his hos­
pitality as one of those in charge of ar­
rangements for the annual meeting of the 
Institute at Los Angeles in 1949. His un­
failing good nature, and personal warmth, 
together with his professional competence, 
endeared him to all those who had the 
privilege of working closely with him.
B e it further Resolved, That this reso­
lution be inscribed in the official minutes 
of the council, and that a copy be sent to 
Mr. McCoy’s family and professional asso­
ciates.
*
The executive committee learned with 
deep regret of the death of Spencer Gor­
don, who had acted as counsel to the 
Institute for more than 25 years. The 
following resolution is submitted with a 
recommendation that it be adopted by 
the council:
Resolved, That council of the American 
Institute of Accountants learns with deep 
regret of the death o f Spencer Gordon, 
legal adviser to the Institute for more than 
25 years. Mr. Gordon’s services as counsel 
have been invaluable to the national or­
ganization of the accounting profession in 
the period of its most rapid development.
He has assisted in the solution of many 
difficult problems, and by his wise, patient 
guidance, enabled the Institute to avoid 
costly errors. His attendance at meetings 
of the Institute and its council gave many 
of our members an opportunity to become 
personally acquainted with him. His in­
tellectual gifts, his good nature, and his
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personal charm made him many friends in 
the accounting profession.
B e it further Resolved, That this reso­
lution be inscribed in the official minutes 
of the council, and that a copy be sent to 
Mr. Gordon’s family and professional asso­
ciates.  
Voluntary Contributions
As authorized by the council, the execu­
tive committee has advised accounting 
firms and practitioners represented in the 
membership that voluntary contributions 
would not be necessary to carry on the
expanded activities of the Institute in the 
fiscal year 1950-51. Accessions to the mem­
bership and increase in sales of publica­
tions appear to be sufficient to meet the 
cost of all activities in the current year. 
Contributors who had made their donations 
for the current year in advance have re­
ceived refunds.
Respectfully submitted,
J. Harold Stewart, President 
John L. Carey, Executive Director
October 1, 1950
Report of Special Committee
( Appointed to Review Trial Procedures)
To the Council of the
A merican Institute of A ccountants:
Gentlemen: We report upon our review 
of the procedures of the trial board and 
related activities of the executive commit­
tee and the committee on professional 
ethics.
Under the by-laws, the committee on 
professional ethics is charged with the first 
consideration of a complaint preferred 
against a member and if it appears to that 
committee that a prima facie case is estab­
lished, the member is to be summoned to 
appear before the trial board. It is then 
the duty of the committee on professional 
ethics to present the evidence to the trial 
board. The trial board is to hear the evi­
dence and the defense of the member and 
is to adjudicate the charges; it alone is 
empowered to admonish, suspend, or expel 
• the member. This procedure guarantees 
to every member, as protection against un­
founded complaints, consideration of the 
evidence by two separate groups of fellow 
members, each group having been selected 
from present or former members of coun­
cil.
It is our opinion that the judicial re­
sponsibilities of the Institute are entrusted 
to these two groups. They should be in­
dependent of the executive organization of
the Institute and the decisions of the trial 
board should be final.
In accordance with this view we believe 
that the references to the executive com­
mittee in Article VI of the by-laws are 
intended only to implement the decisions 
of the judiciary organization. We see 
therein no intent to charge the executive 
committee with responsibility to consider 
the charges, the evidence, the defense, the 
decision, or the penalties. Indeed, it ap­
pears to us that it would be unfair to that 
committee to charge it with the responsi­
bility to act as a final court of appeal.
It also appears to us to be the intent of 
the by-laws to protect a member by pro­
viding judgments as to “ an act discredit­
able to the profession”  rendered by fellow- 
members of the Institute, solely on the 
basis of professional standards. We be­
lieve the necessary judgments should not 
be permitted to be impeded by overly- 
technical procedures or by rules of evi­
dence such as have been developed in 
courts of law.
We comment upon certain specific pro­
cedures in the light of the above interpre­
tations.
1. We believe the selection of the ex­
tent of the details to be set forth in a 
statement of complaint, by which a mem­
ber is summoned to appear before the
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trial board, should be decided (as at pres­
ent) by the committee on professional 
ethics, with review and recommendation by 
the counsel for the Institute. The committee 
should make certain that the member be­
ing summoned for trial is made acquainted 
with the nature of the complaint but a 
complete bill of particulars should not be 
required to be furnished.
2. The selection of the individual part­
ners of a firm who are to be summoned 
for trial in the event of a violation com­
mitted in the name of the firm should be 
decided by the committee on professional 
ethics. Only the partner or partners 
should be cited who were responsible for 
the professional work or the signing of the 
report on which the complaint was based, 
but failing identification of responsible 
partners, all partners should be cited.
3. The selection of the extent and form 
of the evidence to be presented to the trial 
board by the committee on professional 
ethics is the responsibility of that commit­
tee, but the trial board carries the re­
sponsibility to be satisfied. It may adjourn 
a trial, demanding further evidence, or it 
may direct any amendment to a procedure 
once initiated, if it considers such a 
course desirable or necessary.
Recommendations to the 
Committee on By-Laws
• If our interpretations of the present by­
laws as stated above receive the approval 
of the executive committee, we suggest that 
they be forwarded to the committee on 
by-laws for their reference in the continu­
ing work of that committee.
We consider the last sentence of Article 
VI, Section 3, of the present by-laws to be 
ambiguous. We suggest that it be deleted 
and that a wording substantially as follows 
be substituted:
"T he trial board shall decide, by majority 
vote of the members present and voting, 
whether the statement to be published shall 
disclose the name of the member involved. A  
statement of the case and the decision of the 
trial board thereon, shall be prepared by a 
member or members of the trial board, under 
a procedure to be established by it, and the
statement and decision as released by the 
trial board shall be published in The Certi­
fied Public Accountant.”
This recommendation gives effect to our 
opinion that the publication of the name 
of the member involved in a violation is 
part of the penalty imposed and, as such, 
the decision should be made by those who 
have decided the remainder of the penalty. 
We believe that the “ statement of the case 
and the decision”  should be prepared by 
persons who have participated in the trial 
and thus are fully informed of the circum­
stances surrounding the complaint, the de­
fense presented by the member and the 
discussions among the members o f the trial 
board prior to the vote as to their decision. 
Inasmuch as we consider that the executive 
committee should not be charged with re­
sponsibility to review the proceedings of 
the trial board, we suggest that the trial 
board be empowered in the by-laws to 
release directly for publication its own 
statement of the case and the decision.
We have considered Article VI, Section 
4, of the present by-laws and submit no 
recommendation for change other than the 
name of the publication in which the state­
ments are to appear. The trial board ap­
pears to us to be the only agency qualified 
to reopen a case. Its power to do so for 
sufficient cause (such as new evidence) 
should be implied by its responsibilities.
Recommendations to the 
Trial Board
It is suggested that if the executive 
committee concurs in our comments, as 
above, they be forwarded to the trial board.
We suggest that the trial board be or­
ganized for preparation of the statements 
and decision in the form in which they are 
to be published, by electing from its mem­
bership a secretary or a statement commit­
tee, who would participate with the 
president of the trial board in this pro­
cedure. We suggest that this duty should 
not be placed with members of the ad­
ministrative staff of the Institute since 
there is no provision that they participate 
in the trials.
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We refer to the trial board a recom­
mendation by counsel for the Institute 
that in the future all persons other than 
the members of the trial board and the re­
corder be excluded from the trial room 
•while the members of the board are delib­
erating upon their decision. The defend­
ants, the members of the committee on 
professional ethics and the counsel for the 
Institute should hold themselves available 
for recall and if any of them are recalled 
they should all be recalled.
General
This committee has been requested by 
the executive committee to suggest a re­
vised wording of Rule (5) (c) of the rules 
of professional conduct. That rule now 
reads as follows:
“5 ) In expressing an opinion on repre­
sentations in financial statements which he has 
examined, a member shall be held guilty of 
an act discreditable to the profession if :
(c )  He is grossly negligent in the conduct 
of his examination or in making his report 
thereon; or . . .”
We understand that the words “ grossly 
negligent”  have peculiar legal connota­
tions, such that a finding by the trial board 
that a member has been “ grossly negli­
gent”  might constitute a general invitation 
to all sorts of persons to file suits against 
him. This follows particularly from the 
words of Judge Cardozo in the Ultramares 
decision to the effect that where there is 
gross negligence, it may be considered 
equivalent to fraud, with extension of the 
liability of the accountant beyond his 
clients to third persons.
We submit the following suggested re­
visions in response to the request of the 
executive committee:
1. Substitute “ may”  for “ shall”  in the 
forepart of Rule (5 ) ,  and
2. Substitute “ materially”  for “ grossly”  in 
subparagraph ( c ) .
Rule (5) (c) would then read as follows 
(changes underlined):
“ (5) In expressing an opinion on repre­
sentations in financial statements which he 
has examined a member may be held guilty 
o f an act discreditable to the profession if :
(c )  He is materially negligent in the con­
duct of his examination or in making his 
report thereon; or . . .”
We believe the word “ materially”  is 
language familiar to accountants and ex­
presses the intent of subparagraph (c ) . 
The evaluation of degrees of materiality or 
immateriality involves judgments which 
may vary among the 21 members of the 
trial board. We observe also that the con­
cept of materiality is included in the other 
subparagraphs of Rule (5 ), i.e., subpara­
graphs (a ), (b ), (d ), and (e ). We sug­
gest that the word “ shall”  be changed to 
“ may”  in the forepart of Rule (5) because 
we believe that the trial board should be 
allowed discretion in determining whether 
the degree of materiality involved in al­
leged violations under this rule is sufficient 
to cause it to hold the member guilty of 
“ an act discreditable to the profession.”
Respectfully submitted,
Donald M. Russell, Chairman 
Maurice A ustin 
W illiam M. Black 
July 3 1 , 1950
Committee on Budget and Finance
To the Council of the 
A merican Institute of A ccountants:
Gentlemen: There is nothing partic­
ularly unusual in the budget for the 
current fiscal year presented for your 
consideration at this time. The notes on
the consolidated and summarized budget, 
of which you have copies, explain all 
significant changes in the estimated reve­
nue and expenditures in comparison with 
the results of the past year. Estimated ex­
penditures are nearly $22,000 less than in 
1949-50, mainly because the past year’s
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expenses included improvements to leased 
office space of more than $17,000, and the 
cost of publishing a complete membership 
roster and providing permanent binders 
for the roster and committee reports, 
neither of •which items have to be in­
curred this year.
The revenue for the past year included 
voluntary contributions for expansion of 
Institute activities amounting to a little 
less than $70,000. This year contributions 
are not to be requested, but the total 
revenue will be only a little more than 
$32,000 less than last year, or, to put it 
the other way, about $37,000 more than last 
year’s revenue without counting the con­
tributions. The budget indicates that in­
come will exceed expenses by about 
$8,000.
There have been some changes in the 
form in which the budget is presented. 
The executive committee has approved a 
suggestion of your budget committee that 
the budget and accounts of the Institute 
and the Publishing Company should not 
be consolidated as in the past. The results 
of the Institute’s operations can be un­
derstood more readily when they are 
separated from those of the Publishing 
Company. The great bulk of the Publish­
ing Company’s income is expended for 
printing, paper, and the salaries of those 
who produce the magazine and promote 
circulation and advertising. Therefore, in 
the summarized budget before you only 
the expected net income of the Publishing 
Company, after taxes, is indicated.
The committee on budget and finance, 
in consultation with the United States 
Trust Company, has made changes in the 
investments, the details of which are in­
cluded in the report of the executive com­
mittee.
It is recommended that the council ap­
propriate $5,000 to be expended only on 
authority of the executive committee for 
extraordinary expenses, for which no pro­
vision has been made in the budget.
Respectfully submitted,
J. W illiam Hope, Chairman 
W illiam M. Black 
Charles H. Towns
September 26, 1950
AMERICAN INSTITUTE OF ACCOUNTANTS
Budget
1950-1951
Revenue Estimated:
Membership d u e s ................................................................................................    $390,000
Income from securities .......................................................................................  5,000
Fees from state boards of accountancy ......................................................... 160,000
Application fees ................................................................... .............................. 2,000
Sales of Institute publications (Less production costs) ............................  105,000
Other income ..............   3,000
$665,000
Expenditures T o B e A ppropriated:
Salaries:
Institute administration ................................................................................... $ 71,200
Public relations department ..........................................................................  24,700
State society service department ................................................................... 16,500
Research department ....................................................................................... 71,000
Educational department and board of examiners’ staff ........................... 27,600
Accounting, purchasing, and office services ................................................. 76,000
Total carried forward $287,000
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Budget
1950-1951
Total brought forw ard...............................................................................................  $287,000
Fees for professional services:
Auditing fees .................................................................................................... $ 2,000
Legal fees of counsel retainer and expenses................................................  6,500
Special legal fees ............................................................................................. 15,000
$ 23,500
American Institute Pension Plan ....................................................................... $ 17,000
Social Security taxes ......................................................    8,800
Administrative expenses:
Stationery and printing..................................................................................... 6,000
Postage and express ......................................................................................... 16,500
Telephone and telegraph ................................................................................. 6,000
Supplies................................................................ .............................................  8,000
Equipment...........................................................................................................  4,500
Rent, electricity, insurance, and building expenses ............................... 58,500
$ 99,500
Traveling expenses:
President’s expenses ...................................................... .................................. 2,000
Council and trial board .............. . ................................................................  7,000
Staff and regional conferences ..................................................................... 12,500
$ 21,500
Publications:
The Journal of Accountancy ......................................................................... $ 50,000
Certified Public Accountant ......................................................................... 15,000
Permanent binders for reports and membership lis ts ................................  4,000
Special reports to members ...................................................................... 27,000
Announcements and advertising publications............................................... 4,000
$100,000
Expenses of uniform CPA examinations including
fees for preparation and grading................................................................... $132,000
Expenses of annual meeting, council and executive comm ittee..................  14,000
Technical and other committee expenses .....................................................  13,000
Expenses of public relations department including professional f e e s ........  32,000
State society staff meetings........................................................................................  3,000
General expenses........................................................................................................  4,000
$755,300 
Less charges to American Institute Publishing Co., Inc.,
for editorial and administrative costs ......................................................... 120,000
$635,300
Total expenses .......................... . 21,150
Add: Endowment fund deficit............................................................................  $656,450
Excess of income over expenses..................  $ 8,550
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ENDOWMENT FUND
Budget
1950-1951
R evenue Estimated:
Income from securities ....................................................................................... $ 12,000
Contribution for the library from
The American Institute of Accountants Foundation ..............................  3,100
Miscellaneous sales —  profit from sales of
Accountants' Index Supplements .............. .................................................  500
$ 15,600
Expenditures T o B e A ppropriated:
Salaries of library staff ....................................................................................... $ 15,300
Social Security taxes ..................................................................   650
Administrative expenses:
Stationery and printing........................................... .......................................  100
Postage and express .......................................................................................  600
Telephone and telegraph ............................................................................... 200
Supplies and equipment .................................................................................  1,300
Rent, electricity, insurance and building services ................................... 12,000
  $ 14,200
Books and magazines ........................................................................................... $ 6,000
General expenses ................................................................................................... 600
Total expenditures............................  $ 36,750
Excess of expenses over income to be absorbed by general fund . .  $ 21,150
AMERICAN INSTITUTE OF ACCOUNTANTS FOUNDATION 
R evenue Estimated:
Income from securities ......................................................................................  $ 3,300
Total income ........................................ $ 3,300
Expenditures T o B e A ppropriated:
Contribution to endowment fund library ........................................................... $ 3,100
Other expenses.................................................................................................... 200
Total expenditures .............................. $ 3,300
To the Directors of the A merican Institute Publishing C o ., Inc.:
Gentlemen: The committee on budget and finance of the American Institute of 
Accountants submits herewith a budget for your Corporation for the year ending August 
31, 1951:
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AMERICAN INSTITUTE PUBLISHING CO., INC.
Budget
1950-1951
Revenue Estimated:
Income from The Journal of Accountancy for subscriptions earned,
advertising and other income .......... ..................................... .......................  $304,200
Income from sales of books ............................................................................  6,000
  Income on investments ......................................................................................  1,000
Total in com e........................................  $311,200
Expenditures T o B e A ppropriated :
Salaries ................................................................................................................... $ 84,200
Fees for technical services ............................................................................... 2,800
Social Security taxes ........................................................................................... 2,600
Stationery and printing ..........................................................................    3,500
Postage and express ............................  15,500
Telephone and telegraph....................................................................................... 500
Supplies and equipment........................................................................................ 4,000
Taxes and insurance ........................................................................................... 9,900
Advertising and promotion expenses.....................................    43,000
Mailing services of The Journal of Accountancy ............................................. 6,000
Administrative and editorial costs charged by
American Institute of Accountants................................................................. 120,000
General expenses..........................     2,000
Total expenses ..................................... $294,000
Excess of income over expenses ..............  $ 17,200
Respectfully submitted,
J. William Hope, Chairman 
W illiam M. Black 
Charles H. Towns
Board of Examiners
To the Council of the
A merican. Institute of A ccountants:
Gentlemen: In addition to carrying out 
the functions of the board through sub­
committees, the board of examiners has 
held two meetings since the last report to 
counciL
The board has reviewed the grading of 
the May, 1950, examination, completed 
preparation of the November, 1950, exami­
nation, and has reviewed basic material 
for the May, 1951, examination.
The May, 1950, examination was taken 
by 11,986 candidates in 42 states, the 
District of Columbia, and two territories. 
This is a decrease of 1,900 in the number 
of candidates as compared with the No­
vember, 1949, examination. However, most 
of this decrease was occasioned by the fact 
that several states do not hold an exami­
nation in May. States not holding an ex­
amination in May accounted for 1,320 of 
the candidates taking the previous Novem­
ber examination.
The Institute graded papers for 6,581
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candidates with an aggregate of 24,945 in­
dividual papers. The results of the grading 
did not show any substantial variation 
from the results shown on the two pre­
vious examinations. However, it was found 
that an increasing number of candidates 
made extremely low scores in all of the 
accounting subjects. If there should con­
tinue to be an increase in the number of 
such candidates, it appears likely that the 
percentage of passing candidates will be 
pulled below its present level. While the 
board has no recommendation as to 
method, it would welcome any action by 
the profession that would encourage ade­
quate preparation on the part of candi­
dates prior to taking the examination.
The grading staff for the May examina­
tion consisted of 71 graders in addition 
to other temporary clerical assistance and 
full-time staff members regularly engaged 
in connection with the examination work. 
The grading and review was completed on 
July 17th and all papers were returned 
to state boards by July 21st.
Income from the May examination 
amounted to about $75,000. The expenses 
involved in the preparation and grading, 
including indirect costs, amounted to about 
$77,000.
During the past year, the board has con­
tinued to obtain cooperation from the 
American Accounting Association Com­
mittee. The chairman of this committee 
reviewed the grading procedure followed 
during the May examination and the com­
mittee is undertaking to determine the 
feasibility of obtaining some examination 
material from members of the Association.
At the June meeting of the board, an 
invitation was extended to the Association 
of Certified Public Accountant Examiners 
to create a committee for the general 
purpose of maintaining closer contact be­
tween that Association and the board of 
examiners.
Statistical studies have been continued 
under the direction of the educational 
director. These studies have dealt with 
the effect of education and experience on 
the examination results of candidates and 
with the validity of the examination ques­
tions and the grading thereof.
Respectfully submitted,
Donald P. Perry, Chairman 
Herman W. Bevis 
A lexander Eulenberg 
Ira N. Frisbee 
John J. Lang 
Mark D. Littler 
John W. Queenan 
Edward J. Stegman 
Cyril H. Wideman
September 15, 1950
Committee on Professional Ethics
To the Council of the
A merican Institute of A ccountants:
Gentlemen: The committee on profes­
sional ethics has held one meeting since 
the spring meeting of council. Most of its 
work has of necessity been carried on by 
correspondence.
At the outset of this report, the commit­
tee wishes to record its profound sorrow 
upon the loss through death during the 
year of two of its members, Parry Barnes 
and J. Robert McCoy.
Analysis o f Cases
4 9 -7 . Action is being held in abeyance 
by the state society of certified public ac­
countants until legal action has been com­
pleted in the courts, in connection with 
indictment of a certified public account­
ant, whose partners are members of the 
Institute, on charges of forgery and con­
spiracy. The Institute committee on pro­
fessional ethics, in accordance with prece­
dent, is awaiting final action by the courts 
and the state society.
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4 9 - 11 . A complaint was made to the 
committee that a firm of certified public 
accountants, partners of which are mem­
bers of the Institute, had submitted bids 
for the audit of a client served by another 
public accountant, in a state where the 
rules of professional conduct of the state 
society of certified public accountants pro­
hibited competitive bidding for profes­
sional engagements. The committee has 
this case under consideration.
5 0 - 1. This case involves a complaint 
charging a member of the Institute with 
violation of the rules of professional con­
duct, in that his firm had solicited the 
clients of another public accountant. Upon 
receipt of information that the ethics com­
mittee of the state society of certified 
public accountants had made a full inves­
tigation of the matter and had absolved 
the member concerned, the committee 
closed its file.
50 -5 . After consideration of a report 
from a state society of certified public 
accountants, which had made investiga­
tion of a charge that a firm of public ac­
countants, partners of which are members 
of the Institute, had solicited the clients of 
other public accountants, the committee 
voted to close its file.
50 -7 . The committee received com­
plaints that a firm of public accountants, 
partners of which are members of the In­
stitute, had inserted newspaper advertise­
ments that were in violation of Rule 10 of 
the rules of professional conduct. The 
committee requested an explanation from 
the partners of the firm concerned, and 
upon receiving assurances that the rules of 
professional conduct would be adhered to 
in the future, closed its file in the case.
5 0 -1 0 . The committee received a com­
plaint that the client o f another public 
accountant had received a form letter ad­
dressed to officers and board of directors, 
with return postcard, sent out over the 
name of a member of the Institute, offering 
for sale a complete analysis of Section 102 
of the Internal Revenue Code. The mem­
ber concerned was asked for an explana­
tion of the circumstances, and in view of 
his assurances that he would abide by the 
rules of professional conduct in the future, 
the committee closed its file in the case.
50 -1 3 . A simultaneous complaint was 
made to the Institute and to the state so­
ciety of certified public accountants, charg­
ing a member of the Institute with solicita­
tion of the client of another public ac­
countant. The state board of accountancy, 
which investigated the matter at the re­
quest of the state society, reported that 
they were unable to locate the complainant 
or anyone who knew anything about him. 
The committee therefore closed its file in 
the case.
5 0 -1 4 . A member of the Institute was 
charged with violation of the national 
stolen property act, pleaded guilty, and 
was placed on probation for one year. The 
committee has the case under considera­
tion.
50 -1 5 . The committee received a com­
plaint that a firm of certified public ac­
countants, a partner of which is a mem­
ber of the Institute, were using display 
signs on the outside of their office build­
ing, and were also inserting advertise­
ments in weekly church bulletins and in 
the newspaper. The matter was also 
brought to the attention of the ethics com­
mittee of the state society of certified pub­
lic accountants. The Institute committee, 
in accordance with precedent, is with­
holding action until receiving a report 
from the society.
5 0 -1 6 . The attention of the committee 
was called to a newspaper advertise­
ment by a firm of public accountants, 
partners of which are members of the In­
stitute, which was in violation of the rules 
of professional conduct. The committee 
requested an explanation from the mem­
bers concerned, and upon receiving assur­
ances that the firm would discontinue the 
advertisement in question and abide by the 
rules of professional conduct in the fu­
ture, closed the file.
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50 -1 7 . The committee received a com­
plaint from a member of the Institute, 
charging that one of his clients had re­
ceived a letter of solicitation from another 
member. An explanation has been re­
quested from the member concerned.
5 0 -1 8 . There has been brought to the 
attention of the committee on professional 
ethics a circular letter reproduced on the 
letterhead of a member of the Institute 
and apparently sent to various com­
panies for the attention of the controller 
or the chief cost accountant, together with 
a return postcard, advertising the sale of 
a chart of accounts. After considering an 
explanation from the member, it was the 
opinion of the committee that there was 
nothing objectionable in the wording of 
the letter itself, but the committee felt that 
it was improper to reproduce such a let­
ter on the firm letterhead of the member.
5 0 -1 9 . The committee received a com­
plaint that a member of the Institute 
called on the client of another member, 
informing him that he had opened an office 
and was calling on businessmen and mer­
chants in the area. The member concerned 
has been asked for an explanation of the 
alleged solicitation.
50 -2 0 . The committee investigated a 
charge of solicitation against a member of 
the Institute and concluded that the 
charges were unfounded.
5 0 -2 1 . The committee has under con­
sideration the case of a member whose 
CPA certificate has been revoked by a 
state board of accountancy, on charges of 
grand larceny.
Summary of Inquiries 
And Responses
Q . I conduct a coaching course for the 
CPA examination. Would it be permis­
sible under the Institute rules of conduct 
for me to send the Institute pamphlet en­
titled A Career in Public Accounting, with 
my own literature to graduating students 
in local colleges, with my name rubber- 
stamped on the booklet?
A . While there would be no serious 
objection to having your name rubber- 
stamped on the booklet, provided it were 
going to students only, it might be better 
not to imprint your name on the pamphlets, 
since they might fall into the hands of 
others than those to whom they were ad­
dressed. If the unstamped pamphlets were 
sent with your other literature, the recipient 
would know that the material had come 
through the courtesy of your school.
*
Q . Is it possible for a certified public 
accountant to become a member of a firm 
of public accountants, all members of 
which are noncertified, and at the same 
time retain for himself only, a practice on 
his own account?
A . There would be no violation of the 
Institute rules of professional conduct in 
such a procedure. However, clients and 
others interested should be advised as to 
the dual position of the certified public 
accountant, to prevent any misunderstand­
ing or misrepresentation.
*
Q . This office was engaged last year by 
Client A, a holder of real estate, to handle 
accounting and tax matters. During the 
year the client disposed of a portion of 
his holdings for the sum of blank dollars. 
In the course of working for Client A, I 
met the purchaser of this property and 
was engaged by him, Client B, to prepare 
his returns for the same year.
While working on the records of Client 
A, I discovered an error of $500 in favor 
of Client A, on the sale of the property. 
The error on the settlement sheet was over­
looked by both parties.
I called the matter to the attention of 
Client A, who stated that he had noted 
the error a week after the settlement but 
had not revealed it.
I have not yet reviewed Client B’s copy 
of the settlement data, but anticipate do­
ing so. Client B’s tax returns were based 
on a purchase price of blank dollars which 
should have been $500 more.
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Inasmuch as I owe confidence to both 
Clients A and B, I am seeking advice on 
this matter.
A . You should see that Client B is in­
formed of the $500 error. The goodwill of 
all parties concerned might be preserved 
if you could explain the whole problem 
to Client A and persuade him to bring 
the circumstance to the attention of Client 
B. Client B should by all means be in­
formed of the error which went undisclosed 
by both clients at the time of the settle­
ment.
*
Q . I belong to the local service club 
and would like to place my name in the 
weekly bulletin under the heading of “ Ac­
countants”  in professional listings publish­
ed in the bulletin. Would this be a viola­
tion of rules of professional conduct?
A . There would be no violation of the 
Institute rules of conduct for a member to 
have his name included in such a listing, 
if the professional listings in the bulletin 
are free listings of members of the club 
and if all members of the club are so listed. 
However, if only those members are listed 
who pay to have their names inserted, 
and all members of the club do not avail 
themselves of this privilege, such a listing 
would be considered advertising.
*
Q . I have had considerable experience 
in the designing of mechanized accounting 
systems and special procedures for their 
operation. I would like to design a system 
which could be used by a number of similar 
firms. Would it be a violation of the rules 
of conduct for members of the accounting 
firm of which I am partner to form a cor­
poration for this purpose and to hold a 
copyright or patent, and to license its use 
by others for a fee?
A . There would be no violation of the 
Institute rules of professional conduct for 
members of an accounting firm to form a 
corporation under the circumstances de­
scribed, provided, of course, the corpora­
tion in question was not used for the 
purpose of soliciting business for the ac­
counting firm, and with the understanding 
that the corporation will be organized for 
the sale of forms for the system proposed 
and not for the sale of a service.
•
Q . Would the following procedure be 
considered an ethical practice under the 
Institute by-laws and rules of professional 
conduct?
A trade association has requested several 
accountants to join with the association 
in distributing profit and loss percentages 
to all of its members. These percentages 
would be taken from the reports of the 
accountants' clients and mailed to every 
member of the industry by the association, 
indicating that the figures are submitted 
through the courtesy of “ John Jones, 
Robert Brown, etc., CPAs.”  The informa­
tion would go to members of the associa­
tion whose accountants are not in this 
special group.
A . There would be no violation of the 
rules of conduct in the proposed procedure, 
provided the accounting firms involved have 
permission from their own clients to com­
pile and distribute the figures in question. 
It might be more appropriate to indicate 
that the information is submitted with the 
permission of the clients of the certified 
public accountants, rather than through 
the courtesy of the CPAs.
*
Q . Would it be a violation of the In­
stitute rules of professional conduct for a 
member to have a paid listing in a bankers 
and brokers directory which contains a 
select list of lawyers and accountants, such 
listings to be paid for by the accountant 
who would be furnished with a copy of the 
directory ?
A . Since the proposed listing would 
not appear to be a general listing avail­
able to all accountants, such as a listing
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in a telephone directory, such a paid list­
ing would be a violation of the rules of 
conduct.
*
Q . One of my clients recommended my 
services to another individual in the same 
business, who asked my client to have me 
get in touch with him regarding account­
ing services. I called on the prospective 
client, who informed me that he had a firm 
of accountants who made his annual audit. 
He stated that his office had no major 
accounting problems, but that he would 
like to have me come in each month, 
check the statements, look over the books, 
review the control accounts, develop an 
accounting procedure and calendar, help 
train the accounting personnel, etc. I had 
previously discovered that he was not 
satisfied with the service he had been re­
ceiving from the accounting firm he was 
employing. After the interview, I found 
upon checking into the relations of the 
auditor with the client, that the accounting 
firm had done some work along the lines 
he had suggested to me.
Would it be ethical for me to under­
take the work for the proposed client which 
he has asked me to do?
A . There would be no violation of the 
rules of professional conduct if you were 
to undertake the work outlined. However, 
it would be well for you to discuss the 
situation on a friendly basis with the ac­
counting firm which is at present handling 
the audit work for the client in question. 
Respectfully submitted,
John H. Zebley, Jr., Chairman 
Lincoln G. K elly 
C. Oliver Wellington
October 1 ,  1950
TECHNICAL REPORTS
techn ical reports
Committee on Accounting Procedure
To the Council of the
A merican Institute of A ccountants:
Gentlemen: Since its midyear report 
to council, the committee on accounting 
procedure has held two two-day meetings, 
one on April 27th and 28th and one on 
June 29th and 30th, and a one-day meet­
ing on October 1, 1950. One research 
bulletin entitled Business Combinations 
(referred to under “ Mergers”  in the mid­
year report) will be issued shortly. The 
principal subjects of discussion at the last 
meeting were the proposed amendments 
to the SEC’s Regulation S-X and the pro­
posed bulletin on Quasi-Reorganizations 
(referred to in the midyear report as “ Re­
statements of Assets” ). A summary of 
the committee’s activities since the last 
report to council follows:
Business Combinations
This bulletin, like so many previously 
issued bulletins, is the culmination of 
considerable preliminary work by sub­
committees and discussion by the full 
committee attempting to develop useful 
criteria distinguishing between different 
types of business combinations and to 
outline some of the accounting principles 
involved. An article by the chairman of 
one subcommittee entitled “ Business Com­
binations: an Analysis of Mergers, Pur­
chases, and Related Accounting Proce­
dure,”  appeared in the February, 1950, 
issue of The Journal of Accountancy and
served advance notice to the profession 
of the nature of the problems being con­
sidered by the committee.
The bulletin, which is now being 
printed, draws a broad distinction, for 
accounting purposes, between two basic 
types of business combination, namely, a 
“ pooling of interests”  and a “ purchase.”  
It points out that different accounting con­
sequences which follow depend upon the 
category into which the particular combi­
nation falls.
Quasi-Reorganizations
In connection with this bulletin the re­
search department, at the request of the 
committee, prepared an article entitled 
“ Departures from the Cost Basis”  which 
summarized the committee’s previous 
statements on the subject. This article 
was published in the May, 1950, issue of 
The Journal of Accountancy.
The draft of a bulletin entitled “ Quasi- 
Reorganizations,”  which had been sent to 
state societies and other cooperating 
groups for comment, was considered again 
by the committee at its meeting on Octo­
ber 1, 1950. It deals only with general 
upward restatements of assets under 
quasi-reorganization procedures; other 
types of restatements such as those in­
volving discovery value, “ bargain pur­
chases,”  adjustment of selected assets, or 
accretions, unless accomplished as part of 
a quasi-reorganization, have been left for 
possible future consideration. As in the
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type of quasi-reorganization, which in­
volves a general downward restatement of 
asset values, the draft bulletin provides 
that when a general upward restatement is 
involved, the amount of accumulated earn­
ings at the quasi-reorganization date 
should be described thereafter in terms 
which clearly indicate that such amount 
is to be regarded as the equivalent of con­
tributed capital.
The staff of the SEC expressed its dis­
agreement with certain provisions of the 
proposed bulletin and Mr. Earle C. King, 
Chief Accountant of the Commission, re­
quested an opportunity to present in per­
son the views of the staff. By invitation 
he and Mr. Andrew Barr, Assistant Chief 
Accountant, met with the committee at 
its meeting on October 1, 1950. They re­
quested that issuance of the bulletin be 
delayed until full consideration had been 
given by the Commission to comments 
received pertaining to the proposed 
amendment of Regulation S-X.
With some modifications in the inter­
ests of clarity, the proposed bulletin was 
unanimously approved at the committee 
meeting. However, at the request of the 
Chief Accountant of the SEC that the is­
suance of the bulletin be deferred until 
the Commission has concluded its study 
of the comments it has received regarding 
the proposed amendment of Regulation 
S-X; and in the belief, based upon state­
ments made by the representatives of the 
Commission, that it should be possible to 
prepare a bulletin which would reflect 
the views of the committee and also meet 
the administrative difficulties of the Com­
mission, the committee by majority vote 
decided against immediate issuance of 
the bulletin and referred it to the incom­
ing committee.
Restatement of Principles 
In Accounting Research Bulletins
This project involves the drafting of a 
summary statement of the accounting 
principles contained in accounting re­
search bulletins issued to date. The com­
mittee has unanimously agreed that, upon 
its completion, the restatement will replace
the individual bulletins previously issued. 
This decision will, it is believed, make 
the statement more useful, but it also in­
volves a much more difficult undertaking. 
A subcommittee has been collaborating 
with the research department in an at­
tempt to organize and summarize the ma­
terial. Work on the project is going 
forward and it is hoped material progress 
will be made during the coming year.
Other Activities
The committee continues to work with 
controversial accounting matters, and con­
siders sound results to be more important 
than quick results. Many of the account­
ing research bulletins require delibera­
tion over a period of several years before 
substantial committee agreement is ob­
tained. Inevitably, too, in the course of a 
year a committee is called upon to give 
consideration to a number of problems 
which do not lead to the issuance of a 
bulletin. Typical thereof are the contem­
plated revision of Regulation S-X of the 
Securities and Exchange Commission, and 
current developments in accounting for 
pension liabilities. The committee’s views 
are often effectively circulated through 
less formal media. Articles by committee 
members or by the research director ap­
pearing from time to time in The Journal 
on questions in which the committee is 
interested, although largely individual in 
point of view, inevitably are tempered 
and sharpened by previous committee dis­
cussion. In the past year articles by seven 
different committee members have been 
published in The Journal, and a statement 
dealing with “ Accounting Problems Aris­
ing from Devaluation of Foreign Curren­
cies”  was prepared and issued by the 
research department under the guidance 
of a subcommittee.
Pensions
At both the, April and June meetings 
a portion of the committee’s time was 
given over to a discussion of accounting 
for pensions. Although no further bulletin 
on this subject is presently contemplated,
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the committee considers that the subject 
will increase rather than decline in im­
portance, and consequently requires a 
continuing exchange of views in order that 
the committee may be prepared to deal 
with any new developments.
A memorandum presented by one com­
mittee member entitled “ Accounting for 
Pensions Recently Granted by the Steel 
Industry”  was discussed by the commit­
tee at one session. In an effort to apprise 
the Institute membership of recent pen­
sion developments, a factual article titled 
“ Accounting for the Cost of the New 
Industrial Pension Plans”  was written 
by a committee member at the commit­
tee’s suggestion and published in the July, 
1950, issue of The Journal of Account­
ancy. At another meeting, the members 
of the committee reviewed a footnote ap­
pearing in a recent prospectus which had 
been cited as an example of adequate 
disclosure of the terms of, and liabilities 
under, a company’s pension plan. Pub­
licity is being given to this footnote in 
the research director’s column in The 
Journal of Accountancy for October, 1950.
Applicability of 
Accounting Research Bulletins
As mentioned in the last report to coun­
cil, a subcommittee had been appointed 
to consider “ the scope of the bulletins’ 
applicability, i.e., the extent to which 
they are intended to be applicable to vari­
ous types of economic entities.”  After 
discussing a subcommittee draft of a 
proposed bulletin on this subject, the 
committee decided not to proceed with 
the preparation of a bulletin. The com­
mittee thought it preferable not to place 
limitations on the applicability of the bul­
letins. While the bulletins are intended 
to apply primarily to the accounting 
problems of profit enterprises, it was the 
consensus of the committee that the prin­
ciples stated therein may often be. ap­
plicable also to other types of enterprises. 
The substance of the committee discus­
sion was given publicity in the research 
director’s column in the July, 1950, Jour­
nal.
Materiality
In response to recurring requests that 
the committee attempt to develop cri­
teria which would aid in determining the 
materiality of items in their relation to 
financial statements, the committee con­
sidered the desirability of issuing a bul­
letin on the subject. It concluded, 
however, that due to the many variables 
involved in deciding as to materiality of 
specific items in their particular circum­
stance and the large role that individual 
judgment must play in such decisions, the 
issuance of a bulletin on this subject 
should be deferred indefinitely.
However, with the object of helping 
those who had asked for clarification of 
the term, the committee urged publication 
of a statement prepared by the chairman 
of the subcommittee on terminology. This 
statement which appeared under the title 
“ Materiality— What Does It Mean in Ac­
counting?”  was published in the July, 
1950, issue of The Journal of Accountancy.
Undisclosed Assets and Liabilities in 
Accounts o f Proprietorships, 
Partnerships, and 
Closely-Held Corporations
The question of what constitutes ade­
quate disclosure of the fact that not all 
the assets and liabilities of the individuals 
concerned are reflected in financial state­
ments of proprietorships, partnerships, 
and closely-held corporations was re­
ferred to this committee by the committee 
on auditing procedure. The committee 
consensus appears to be that, in the case 
of proprietorships, the fact that the finan­
cial statements do not include all the 
personal assets and liabilities of the pro­
prietor should be made clear in the finan­
cial statements. In the cases of partner­
ships and closely-held corporations, the 
accounting entity tends to be more clearly 
defined and more clearly understood, and 
the committee did not consider an explicit 
statement necessary. However, there was 
agreement that it would be desirable for 
partnership statements to include a note, 
where applicable, to the effect that no 
provision has been made for income taxes
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which may be paid from partnership 
assets.
Although the committee did not con­
sider it necessary in this instance to 
publish its views on the question for­
mally by means of a bulletin, publicity 
has been given to these views through the 
medium of the research director’s column 
in the October, 1950, Journal.
Inventory Pricing
At its June meeting the committee con­
sidered a suggestion made by a member of 
the Institute that items of overhead to be 
included or excluded from inventories be 
defined in more detail than was done in 
Accounting Research Bulletin No. 29. Com­
mittee members present concluded that the 
point was covered as fully as practicable 
in Bulletin No. 29 and that no further 
action should be taken on the suggestion.
Other Projects
One important item on the committee’s 
agenda, a bulletin to deal with Essential 
Disclosures in Financial Statements, on 
which some progress has been made, is 
being carried forward for consideration b y   
the succeeding committee. Another project 
which has only recently been placed on 
the agenda, Problems in Consolidated Fi­
nancial Statements, will also be carried 
forward to the new committee. A ques­
tion whether a balance-sheet prepared 
on a cash basis conforms to generally 
accepted accounting principles was also 
referred to the 1950-51 committee.
Proposed Amendments  
To Regulation S-X
The Securities and Exchange Commis­
sion has circulated for comment a 
draft of a proposed amendment to its 
Regulation S-X. The proposed revisions 
have been carefully analyzed by most of 
the members of the committee, and their 
views and suggestions submitted individ­
ually to the Commission. In addition to 
the chairman, several members of the 
committee and the director of research 
have also had discussions with individual 
members of the Commission and its staff.
The committee is seriously concerned 
over the fact that if the proposed revi­
sions should be adopted the Commission 
for the first time would be establishing 
principles of accounting by rules and reg­
ulations. From its inception until now the 
Commission has directed its major efforts, 
in so far as financial statements are con­
cerned, toward requiring adequate dis­
closure and has— the committee believes 
wisely and with beneficial results— left to 
the accounting profession the primary re­
sponsibility for the development of ac­
counting principles. Opinions of the Chief 
Accountant issued in the Accounting 
Series releases do deal with questions of 
accounting principle. Heretofore these 
have not, however, constituted rules or 
regulations of the Commission itself 
though the Commission has formally ex­
pressed its intention of requiring adher­
ence to them. Moreover, such releases 
have usually been prepared in close co­
operation with the accounting profession.
Aside from the major issue of estab­
lishing accounting principles by rule, 
there are certain specific items to which 
members of the committee take serious 
exception. One is the requirement that all 
items of profit and loss given accounting 
recognition during the current year 
should be included in the determination 
of net income; this would adopt the “ all 
inclusive”  concept of the income state­
ment, in direct conflict with Accounting 
Research Bulletin No. 32. Another is that 
all assets (with a few specified excep­
tions) should be reflected in the balance- 
sheet on the basis of cost, a rule to which 
the committee believes exception should 
be permitted where cost has ceased to 
have significance. A third is one limiting 
quasi-reorganizations to cases where the 
elimination of a deficit is involved.
A further and major objection to the 
proposed amendment is directed to the 
rule that past and future releases con­
taining opinions of the Chief Accountant 
on matters of accounting principle shall 
take precedence over generally accepted 
accounting principles in the preparation 
of statements filed with the Commission.
The committee believes unanimously
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that the determination of accounting prin­
ciples by the Commission on a quasi­
legislative basis would seriously hamper 
and retard accounting progress. Experi­
ence in other spheres of regulation sup­
plies ample evidence to support this.
A review and summary, from a long- 
range standpoint, of the work and the 
progress made by the committee during 
the last several years was presented in the 
April, 1950, report to council. With this 
meeting the chairman concludes a three- 
year period as chairman of the committee. 
It has been a privilege to work with the 
committee and thereby to serve the ac­
counting profession. I would like to take 
this opportunity, to express my personal 
appreciation, as I know I express yours, 
of the conscientious, competent and ob­
jective manner in which the committee 
members have approached problems and 
tasks with which they have been faced. 
The attendance at committee and subcom­
mittee meetings has set a standard which 
it will be hard to equal.
Respectfully submitted for, 
Committee on 
A ccounting Procedure 
Samuel J. Broad, Chairman 
October 2, 1950
Committee on Auditing Procedure
[Subject to changes which may be made 
after committee meeting to be held on 
October 1, 1950]
To the Council of the 
A merican Institute of A ccountants:
Gentlemen: The work of the commit­
tee on auditing procedure has been di­
rected principally to the projects reported 
upon in its last report. Good progress is 
being made in most of these projects, and 
it is believed the profession will derive 
considerable benefit from them.
The full committee has held one meet­
ing since its last report, and individual 
members of the committee have taken an 
active part in meetings of subcommittees, 
correspondence regarding the committee’s 
work, and discussion of auditing problems 
before meetings of accountants and others.
A summary of these activities for the 
period since the committee’s last report, 
and of their status at present, follows.
Case Studies in Internal Control
At the time of our last report, two of 
a special series of three Case Studies in 
Internal Control were in the process of 
being mailed to all members of the Ameri­
can Institute of Accountants. They de­
scribe the manner in which accountants 
evaluated the internal control and applied 
their findings in actual audits of:
Case No. 1— The Textile Company
Case No. 2— The Machine Manufactur­
ing Company
We believe they are proving to be very 
useful.
It is not known at this time when the 
manuscript for the third of this series can 
be completed. However, it has been prom­
ised for an early date.
Case Studies in Auditing Procedure
The publication of two case studies, 
issued as Case Studies in Auditing Proce­
dure No. 8, has been completed since the 
committee’s last report. They are the first 
case studies on small businesses and deal 
with the audits of:
A Steel Fabricating Company 
and
A Small Restaurant
At present, there are six manuscripts on 
hand for a review or revision, and 16 have 
been promised but not received.
Due to the necessity of giving preference 
to other projects, progress in the publica­
tion of Case Studies in Auditing Procedure 
has not been as good as anticipated. How­
ever, every effort is being made by the 
research department to review the manu­
scripts on hand and to obtain additional 
ones. The committee considers this pro­
gram to be of major importance and will
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do all within its power to maintain a 
steady flow of new case studies.
Compliance with 
Auditing Standards
At its last meeting, council asked this 
committee to study a suggestion that some 
action be taken by the Institute to obtain 
greater compliance with the profession’s 
auditing standards, particularly with re­
spect to Extensions of Auditing Procedure 
and Statement No. 23.
After discussing at considerable length 
various proposals for dealing with this 
problem, the committee has agreed that, 
rather than adopt disciplinary procedures, 
it would be preferable to embark on an 
organized educational program. The com­
mittee feels that there is still a great deal 
that can be accomplished by more in­
tensive efforts directed at the local level.
It is the hope of the committee that the 
cooperation of every state society can be 
enlisted in a campaign to deal with the 
problem. While the committee’s plans are 
not as yet completely formalized, it hopes 
that each state society will be willing to 
appoint a committee to work on an inti­
mate basis with a similar committee which 
they will ask local banks in various sec­
tions of their states to form. These joint 
committees, we firmly believe, can do a 
great deal to provide bankers with data 
which not only will enable them to de­
termine whether the reports which they 
receive are prepared in accordance with 
the standards of the profession but which 
will stimulate a demand on their part for 
proper reports.
Part of the difficulty in dealing with the 
problem is need for impressing upon non- 
conforming accountants the importance of 
Extensions of Auditing Procedure and 
Statement No. 23. This is something which 
can be dealt with at the local level much 
better than at a national level. As an­
other approach to the problem, therefore, 
the committee also hopes that each state 
society will devote a considerable portion 
of its program during the coming year 
to discussions of those statements.
To provide a helpful basis for such 
discussions, and to guide instructors in
schools and universities offering courses 
for bankers, the research department has 
in preparation a pattern lecture explain­
ing the significance of Statement No. 23 
and it3 application in practice. The com­
mittee believes this lecture should receive 
widespread attention.
Restatement o f Statements 
On Auditing Procedure
As reported before, a subcommittee of 
five has been appointed to prepare a book­
let presenting in a better organized fashion 
the views expressed in the series of State­
ments on Auditing Procedure. Consider­
able progress has been made, and it is 
hoped that a tentative draft of the docu­
ment can be submitted to the full com­
mittee for consideration this fall.
It is planned that the booklet will 
consist of 20 to 25 pages o f summary 
supported by several appendices dealing 
with certain special subjects discussed in 
the statements.
Revision of Savings 
And Loan Booklet
A subcommittee of three, appointed to 
consider revision of the booklet Audit of 
Savings and Loan Associations, is prepar­
ing a revised booklet in cooperation with 
representatives of the United States Sav­
ings and Loan League. Work on this pro­
ject is progressing satisfactorily, but is 
not expected to be completed for some 
time.
Reports by Accountants 
Who Have Kept Books
The committee is continuing its study 
of the question whether an accountant can 
appropriately express an opinion on finan­
cial statements when he has participated 
in keeping the client’s books. Final con­
clusions in the matter are being deferred, 
however, until it has been discussed with 
the committee on professional ethics.
Long-Form Reports
The committee has discussed the desir­
ability of developing a statement laying
Committee on Auditing Procedure 49
down general principles applicable in the 
preparation of long-form reports, and has 
decided to take no action on a formal 
statement on the subject at this time. How­
ever, the research department is planning 
to issue a booklet reproducing several 
such reports and analyzing a number of 
others. It is believed the booklet will be 
helpful by suggesting the kind of informa­
tion that might be contained in detailed 
reports and possible variations in their 
form, arrangement, and language. Forty 
reports have been received from members 
of the Institute and are now being tab­
ulated and summarized for publication. 
It is hoped this booklet will be available 
before the end of the year.
Audits by Certified 
Public Accountants
The booklet, Audits by Certified Public 
Accountants, prepared by the research de­
partment with the advice of this committee 
and others, was issued early in June. 
Copies of the bookklet were sent to all 
members of the Institute and to the presi­
dents of all commercial banks in the 
country. In addition, a large number of 
copies have been sold. The response this 
booklet has received appears to indicate 
that it is filling a long-felt need for a brief 
statement describing the CPA’s audit work.
Other Activities of 
Committee Members
In addition to the above activities, mem­
bers of the committee have presented pa­
pers discussing auditing problems at 
numerous meetings of accountants and 
others interested in the auditor’s work. To 
indicate the scope of this activity, specific 
mention might be made of some of the 
papers presented since the last report of 
this committee, discussing the following 
subjects at the conferences indicated: 
Statement No. 23 (New York State So­
ciety of Certified Public Accountants, and 
Atlanta Chapter, Georgia Society of 
CPAs), developments in auditing (Uni­
versity of Michigan), uniformity in long- 
form reports (Tidewater Chapter, Virginia 
Society of Public Accountants; also at a 
combined meeting of the Arkansas Society 
of CPAs and the Arkansas Bankers As­
sociation), and internal control (Clare­
mont College).
Committee members have also frequently 
given assistance to the research depart­
ment in replying to inquiries from mem­
bers of the Institute regarding a variety 
of auditing problems.
Respectfully submitted for 
Committee on 
Auditing Procedure 
A lvin R. Jennings, Chairman 
September 25, 1950
Business Income Study
To the Council of the
A merican Institute of A ccountants:
Gentlemen: I submitted a report to 
council last April as chairman of the 
business income study group in which I 
referred to the monographs by several 
economists which were to be printed and 
circulated. There was some delay in get­
ting these together but we have been 
fortunate in obtaining an additional 
monograph prepared by Clark Warburton, 
who took exception to the position taken 
by Mr. Bronfenbrenner. This demonstrates 
that there are just as many and as violent
differences of opinion among economists 
as among accountants. Thinking that the 
discussion of these monographs at our 
study group meeting on May 13, 1950, 
might be of general interest, we have in­
cluded a transcript of that discussion in 
the booklet which has been printed and 
circulated to all members of the Institute.
Mr. E. B. Wilcox and Mr. Howard C. 
Greer have recently prepared a statement 
on “ The Case Against Price Level Ad­
justments in Income Determinations,”  
which together with an article by Mr. W. 
W. Cooper, an economist, on “ Index- 
Number Adjustments of Financial State-
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merits,”  are being printed in the Septem­
ber Illinois Certified Public Accountant. 
Preprints of these articles have been cir­
culated to our study group.
A statement of receipts and expendi­
tures for the year has been submitted. We 
have bills on hand, largely for composition 
and printing expenses, totaling approxi­
mately $19,000, and a final installment is 
due from The Rockefeller Foundation 
grant of $10,000. I think this will just 
about cover our remaining expenses. 
Respectfully submitted,
Percival F. Brundage, Chairman
September 19, 1950
Committee on Federal Taxation
To the Council of the 
A merican Institute of A ccountants:
Gentlemen : There is submitted below 
the report of your committee on federal 
taxation on it3 activities for the Institute 
year ending 1950.
As reported to you at the spring meet­
ing of council, the membership of this 
committee has been divided into three 
groups under the chairmanship of vice 
chairmen of the committee and the various 
activities have been assigned to the ap­
propriate subcommittee.
The recommendations for amendment of 
the federal tax laws, drafted by the sub­
committee on current tax legislation, were 
submitted to various members of Congress 
and to other interested groups. Since that 
time, one of the recommendations has been 
enacted into law, others were the basis 
of amendments seriously considered in 
connection with the Revenue Act of 1950 
and many others were considered by the 
House Ways and Means Committee in its 
early deliberations but were considered of 
such a nature as to warrant further study. 
Favorable national publicity was obtained 
in connection with these recommendations 
and inquiries relative to them were re­
ceived from many professional organiza­
tions, notably various divisions of the sec­
tion on taxation of the American Bar As­
sociation. An exchange of correspondence 
with representatives of these various 
groups in an effort to resolve differences 
in language or apparent intent has con­
tinued over the year with these parties. 
Because of the very limited scope of the 
amendments actually considered by the
Committee on Ways and Means in connec­
tion with the Revenue Bill of 1950, rep­
resentation of the Institute before that 
body was not considered appropriate. 
However, your committee chairman has 
been informed that many of the proposals 
submitted by our subcommittee will be 
reconsidered by Congress and by the staff 
of the Joint Committee on Internal Rev­
enue Taxation and requests for oppor­
tunities to appear on behalf of the Ameri­
can Institute have been submitted to the 
responsible parties.
Early in the Institute year, the sub­
committee on current tax legislation 
abandoned considerations of an excess 
profits tax because it did not appear at 
that time that any such proposal might 
be enacted. Because of the reconsideration 
of this type of tax by Congress, the staff 
of the Institute, through a questionnaire 
issued by the executive director, has at­
tempted to ascertain the opinion of com­
mittee members and others relative to the 
re-enactment of such a tax. Correlation 
and summarization of the replies to this 
questionnaire had not been completed at 
the time of the drafting of this report. 
However, it appears abundantly clear that 
practitioners feel a need for a different 
type of “ relief”  provisions if an excess 
profits tax should be enacted and one of 
the initial activities of the committee suc­
ceeding this one should be an effort to 
develop suggestions as to legislation which 
would be more equitable.
The subcommittee on tax administra­
tion has centered its activities during 
the year upon an effort to develop sup-
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portable data as to the areas in the field 
of tax administration which might most 
readily be improved. It was determined 
by the subcommittee that no contact 
should be made with personnel of the 
Treasury Department or the Bureau of 
Internal Revenue with regard to discus­
sing faults in tax administration until the 
data received was of sufficient import and 
could be readily shown as not resulting 
from personal animosities. Extensive cor­
respondence between subcommitteee mem­
bers has indicated a material variance in 
administration in different offices over the 
country. Certain practices do appear ex­
tensive enough, however, to warrant con­
tinued investigation by your succeeding 
committee and possible consultation 
with Bureau officials relative thereto 
within a short period of time. It is the 
opinion of the subcommittee, in which 
your committee chairman concurs, that 
the accounting profession will best be 
served if such faults in administration 
as we can develop are discussed person­
ally with Bureau officials rather than be­
ing made the subject of published 
articles. This method of procedure seems 
sufficiently important to warrant consid­
eration by succeeding committees.
Many suggestions as to the improve­
ment of our system of federal taxation 
have been submitted to the subcommittee 
on long-range tax policy but this sub­
committee is not yet prepared to submit
formal recommendations upon the matters 
submitted to it. Obviously, the work of 
this subcommittee must represent lengthy 
consideration and it is intended that find­
ings and determinations to date will be 
submitted to the succeeding committee for 
continued study.
Just recently, a technical assistant to 
the committeee on federal taxation serv­
ing on the staff of the Institute has been 
able to give full time to his employment 
in that capacity. This employment 
should fill a serious and long-felt need 
and should make the activities of the 
committee of much more benefit to the 
prestige and usefulness of the Institute 
in the field of federal taxation.
Because of continuing contact with the 
members of the Congressional tax com­
mittees and other members of Congress, 
and also with the Joint Committee on 
Internal Revenue Taxation, it is probable 
that recommendations of the American 
Institute can presently receive more con­
sideration than has been true for some 
time in the past. It is essential, therefore, 
that we continue untiring efforts toward 
improvement of the statutory provisions 
and administration pertaining to our rev­
enue system.
Respectfully submitted,
Mark E. R ichardson, Chairman
September 22, 1950
Committee on Municipal Accounting
To the Council of the
A merican Institute of A ccountants:
Gentlemen: Some members of our 
committee have submitted comments on 
the revised draft of Municipal Account­
ing and Auditing, which is being pre­
pared by the National Committee on Gov­
ernmental Accounting, of which our mem­
bers, Messrs. J. N. Lowery and Irving 
Tenner are chairman and consultant, re­
spectively. The executive committee of 
the national committee on governmental
accounting, which includes our two mem­
bers mentioned above, is to meet in 
Chicago on October 13th, 1950. At that 
time it will consider the collated re-draft 
of the first revision of the National Com­
mittee’s bulletins, which has been in the 
hands of the advisory committee mem­
bers since May, 1950, and from whom 
many helpful suggestions and criticisms 
have been received. The date for release 
of the finished publications cannot be 
estimated at this time. However, the 
executive committee plans a second meet­
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ing to be held some time in December, 
1950, for the purpose of giving final ap­
proval to the tentative draft and ordering 
publication.
Several of our members are serving as 
chairmen of committees on governmental 
accounting and auditing in their respec­
tive state societies of certified public ac­
countants. Our members have written 
articles and made addresses on the sub­
ject of “ Municipal Accounting”  and re­
lated topics. They have also advocated 
and observed the improvements in legis­
lation in this same field. An article pre­
pared by Irving Tenner on “ Federal 
Government Accounting”  will appear in 
the October, 1950, issue of the Account­
ing Review. Gunnar Alenius has written 
a paper on “ Municipal Accounting Con­
trol,’’  while Osa F. Alexander has pre­
pared one on “ What Texas Has Done to 
Improve Municipal Accounting and Finan­
cial Reporting.”  In addition to publicity 
being given in local newspapers, it is 
possible that these articles may be pub­
lished in some accounting journal at a 
subsequent date.
A matter which is receiving more and 
more attention is the elimination of com­
petitive bidding for accounting engage­
ments in municipal as well as other fields 
of practice. The State Societies of Cali­
fornia and Texas, where our members are 
chairmen of the committees on govern­
mental accounting, have taken steps to 
distribute statements on competitive bid­
ding among the interested public officials. 
It is hoped that progress on this matter 
may be further advanced and strength­
ened by the continuing cooperation of the 
Municipal Finance Officers Association of 
the United States and Canada and the
American Institute of Accountants. It ap­
pears that work such as this might be 
done to much better advantage on the 
national level than to have the various 
state society committees working inde­
pendently with local units of the Munici­
pal Finance Officers Association.
It is the observation of this committee 
that much progress is being made in the 
field of municipal accounting through the 
interest and participation by a larger 
number of the members of our profession. 
It is considered that this situation is 
brought about, at least in part, by the 
work and informative publicity of the 
Municipal Finance Officers Association, 
the National Committee on Governmental 
Accounting, and our Institute committee. 
The committee trusts that the opportuni­
ties available to serve the public and tax­
payers will challenge the interest of our 
profession to take further participation 
in this field of endeavor so that continu­
ing progress will be made in the proper 
management and financial reporting on 
the operations of municipalities and other 
divisions of governments.
Respectfully submitted,
James L. Benson, Chairman 
Gunnar Alenius 
Osa F. Alexander 
James B. Burleson 
Truman W. Clifton 
A rthur G. Flaherty 
Robert G. Lanka 
W illiam T. Lees 
Joseph M. Lowery 
Louis A. Ryan 
 Irving Tenner
H. T. T horsen 
C. Henry Toler 
September 28, 1950
Committee on Personnel Reference
To the Council of the
A merican Institute of A ccountants: 
Gentlemen: Since the last report to 
council, the committee has gone ahead 
with its experimental offering of a 
personnel reference service.
The response of students to the person­
nel reference service has been more limited 
than was anticipated. It appears that many 
students were not aware of the service 
and that others were prevented from reg­
istering because of the failure of their 
schools to give the Institute tests. Many 
of the applications finally received were
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not sent in until June and July because 
test results were not available to the stu­
dents earlier. As of this date applications 
have been received from approximately 
450 students.
Personnel data slips were prepared for 
each applicant showing academic stand­
ing, Orientation and Achievement Level 
II test scores, experience, extra-curricular 
activities, and other general information.
During the summer, 4,280 of these data 
slips covering the 450 students were 
mailed to the 452 firms who had pre­
viously expressed an interest in the serv­
ice. This means that on the average each 
student's name was sent to about 10 pub­
lic accounting firms. Each firm received, 
on the average, data slips on from 9 to 
10 students. However, since the original 
number of reported vacancies indicated 
by firms averaged about two per firm, 
there were about five slips for each of the 
original vacancies. Undoubtedly a num­
ber of these vacancies had been filled 
prior to the date of distribution of these 
data on students.
In our instructions to the firms, we gave 
them a choice of contacting the applicant 
directly or notifying us to request the 
student to submit an application or make 
arrangements for an interview. Because 
of this choice, there is no simple method 
for determining the effectiveness of the 
program thus far. In sending out the
data sheets, no attempt was made to se­
lect students for the needs of any particu­
lar firm. The selection was necessarily 
made on a mechanical basis within the 
geographical area indicated by the stu­
dent where he desired employment.
It is the opinion of the committee that 
by starting the enrollment of students at 
an earlier date and by continuing to pub­
licize the program, a more adequate 
register of students can be obtained at 
an earlier date. A follow-up on availa­
bility of the student now appears to be 
desirable but was not provided for in the 
original plan.
Upon completion of the service based 
on the first year’s registration, it is hoped 
to obtain some measure of the program’s 
success by communicating with members 
of the Institute. The committee is of the 
opinion that a final decision as to the 
continuation of the project on a perma­
nent basis should be deferred until after 
another year of operation.
Respectfully submitted,
T homas D. Flynn, Chairman 
T illman A. Bruett 
Harold R. Caffyn 
Henry E. Greene 
John J. Harrington 
John E. Madden 
Oscar Martin
September 26, 1950
Committee on Selection of Personnel
To the Council of the 
A merican Institute of Accountants:
Gentlemen: The committee on selec­
tion of personnel is pleased to present 
its final report to council for the year 
1949-1950.
Use and Acceptance o f Tests
The second half of the Institute year 
has given further evidence of the steady 
growth in use and acceptance of the tests.
This spring 208 colleges participated in 
the testing program as compared with 
159 in the spring of 1949. The number 
of tests given was 25,184 as compared 
with 19,909 for the same period in the 
preceding year. This acceptance is not 
confined to the United States. We have 
been particularly pleased to learn that 
the Dominion Association of Chartered 
Accountants of Canada, which used some 
of the tests last year, has surveyed its re­
sults and decided to renew, and possibly 
extend, its participation.
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Financial
The excess of disbursements over re­
ceipts for the 12 months ended August 
31, 1950, amounted to approximately 
$7,500 as compared with a budgeted fig­
ure of $8,000. A provisional budget for 
1950-51 shows estimated excess of dis­
bursements over receipts in the amount 
of $9,500. Unexpended funds on hand 
at September 1, 1950, (after allowing for 
$10,000 appropriated by the Institute for 
the year 1949-50) amounted to approxi­
mately $22,000.
The committee has given careful con­
sideration to these figures and has 
reached the following conclusions:
a. That no request be made to the Insti­
tute for financial assistance for the 
year 1950-51.
b. That careful consideration be given 
by the incoming committee to the 
possibility of covering the major part 
of the provisional operating deficit by 
a modest increase in fees charged in 
the College Testing Program.
These conclusions do not necessarily 
indicate belief on the part of the commit­
tee that no further request for funds will 
be necessary. There is reason to hope, 
however, that, with the experience, pres­
tige, and stability already obtained, the 
current service program could be placed 
on something close to a self-supporting 
basis before funds now on hand have been 
expended.
Staff Testing Program
The project office conducted a special 
Staff Testing Program in the spring of 
1950. This program, offered to member 
firms at reduced rates, was participated 
in by 175 firms. It covered 971 employed 
accountants. Interim reports have been 
sent to participating firms, and the project 
office is now engaged on further research 
based on the valuable information devel­
oped in this program. In connection with 
this special program some effort was 
made to correlate job success with test 
results, and while preliminary findings 
show variation as between employers,
they do indicate that the tests have value 
in staff appraisal.
The Future of the Project
It would seem that the project is per­
haps entering a third stage. Initial activi­
ties were devoted to money raising, 
preliminary research, and broad experi­
mentation. This was followed by a second 
period, devoted largely to more specific 
research, the selection and development 
of those features which appeared to be 
most promising and most likely of accom­
plishment within the bounds of projected 
fund availability, and the encouragement 
of test use. As a result of this second 
phase we seem to have a project which 
can be operated at something close to a 
self-supporting basis, and the value of 
which is evidenced by steadily increasing 
acceptance by educators, employers, and 
students. The stage which the project is 
now entering would seem to involve an 
extended period of patient operation of 
the program now established with em­
phasis on improvement through continu­
ous study and research.
It is only natural that educators, and 
in some cases others experienced in the 
field of testing, have tested our tests and 
attempted to correlate them with other 
criteria. The results have shown a rela­
tively wide range of correlation. It is sig­
nificant, however, that most of those who 
have undertaken work of this kind, even 
when low correlations were obtained, have 
not damned our tests but, on the con­
trary, have commended our efforts and 
objectives, and urged their continuation. 
They have agreed that the path to im­
provement would be indicated through 
further research of the type indicated. It  
seems to the committee that coordina­
tion of research of this kind should be 
one of our principal current objectives. If 
it could be performed under the guidance 
of the project office duplication could be 
 avoided and a maximum of benefit and 
direction assured. Since much of it will, 
of necessity, be done by educators in the 
field of accounting, it may be that the 
project office could enlist the cooperation
Committee on Selection of Personnel 55
of the committee on selection of person­
nel of the American Accounting Associa­
tion. This committee has given ample 
evidence of its enthusiasm for the objec­
tives of the program and its desire to as­
sist in their attainment. We believe that 
the incoming committee of the American 
Institute might well consider the desirabil­
ity of developing such a cooperative 
program.
The Current Emergency
The committee is not unmindful of the 
service which the project might render in 
the selection of accountants needed under 
current defense requirements, and it hopes 
some plans may be devised under which 
the facilities of the project may be made 
available to the government.
Committee on
To the Council of the 
A merican Institute of Accountants: 
Gentlemen: At the spring meeting of 
council the suggestion contained in the 
report of this committee, that the re­
search director gather information on the 
financial aspects of the Social Security 
program, was approved. When it became 
available, the information was to be re­
ferred to this committee for study. After 
some hesitation this committee ap­
proached the executive director with the 
further thought that it might suggest to 
the research director some of the phases 
of the program which his inquiry might 
cover within the prescribed limitations. 
It was indicated that such action on that 
part of this committee would be accept­
able. This matter has not been considered 
fully by the committee, so it leaves the 
task to its successor.
Practically all of the legislation being 
considered by Congress, submitted to this 
committee for review in recent months, 
has had to do with amendments to HR- 
6000 which has now been enacted into 
law. The provisions of the bill as to ben-
Acknowledgments
The nature and extent of the contri­
bution of Drs. Wood, Traxler, and Jacobs 
of the project office, and of their asso­
ciates, compel repeated recognition. Ac­
knowledgment should also be made of the 
ready cooperation of the American 
Accounting Association Committee.
Respectfully submitted,
Harold R. Caffyn, Chairman 
Raymond G. A nkers 
Samuel J. Duboff 
William B. Franke 
S. Wesley Marcus 
Leo A. Schmidt 
James W. Strudwick
September 25, 1950
Social Security
efits becomes effective for the months after 
August, 1950, and as to extended cover­
age and increase of taxable wage base on 
January 1, 1951.
Under HR6000 as enacted primary 
benefits are increased by as much as 150 
per cent in the lowest earning brackets 
and progressively less down to something 
over 50 per cent in the upper brackets. 
The minimum benefit is an increase from 
$10 to $25 per month and the maximum 
from $85 to $150. The amount of wages 
to be included increases from $3,000 per 
year to $3,600 per year. The tax increases 
progressively beginning with 1954 in five- 
year steps from the present 1½ per cent 
on employer and employee to 3¼ per 
cent each in 1970. The coverage is broad­
ened to include self-employed except 
specified classes, principally farmers and 
professional people; agricultural workers 
under specified conditions; employees of 
nonprofit organizations where two-thirds 
consent; domestic workers under speci­
fied conditions; state and local govern­
ment workers by federal-state agreement; 
federal employees not under pension sys-
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tems. Some benefit provisions have been 
liberalized.
This committee respectfully directs 
attention to the fact that despite in­
creased coverage, substantially higher 
benefits, and more liberal benefit provi­
sions, the maximum rate of tax is only 
¼  per cent higher than that provided in 
the first bill passed in 1935 and such rate 
to be reached much later than the 12 
years provided in the first bill. Where 
actuarial studies indicated at the time of 
passage of that bill that the ultimate cost 
might exceed the income provided, it 
would appear to be inevitable that the 
cost of the present bill must substantially 
exceed the income provided by it. This
is one phase of the financial aspects of 
the Social Security program which this 
committee feels might well be included 
in the study to be made by the research 
director of the Institute.
Respectfully submitted,
Byron P. Harris, Chairman 
Theodore L. Koos 
Glenn A. Railsback 
Vernon Nelson 
A lfred D. Peabody 
W illiam W. Colledge 
Robert O. Dana 
John P. Goedert
September 25, 1950
Committee on Systems and Internal Accounting
To the Council of the
A merican Institute of A ccountants:
Gentlemen: This committee reported 
to the council of the Institute under date 
of April 17, 1950, that it had devised a 
plan of holding business clinics in vari­
ous parts of the country to be sponsored 
by state societies of CPAs and local cham­
bers of commerce. Topics suggested for 
discussion at these business clinics include 
income-tax questions of current interest; 
break-even points; importance of inven­
tory policies and procedures; determining 
costs of specific products; and a number 
of other subjects relating to accounting 
and business problems.
This report was accepted by the council 
with instructions that it be referred to 
the committee on public relations for 
study and final approval. This approval 
was obtained in the latter part of July, 
1950. It was suggested that the plan for 
holding these business clinics be worked 
out in cooperation with the public rela­
tions department of the Institute. It was, 
therefore, decided to select several states 
in which the plan might be tested to see 
if it could be effectively put in operation 
as a general plan throughout the United 
States. After a conference with Mr. 
Charles E. Noyes, director of public re­
lations of the Institute, letters were 
forwarded to the presidents of the Con­
necticut State Society of CPAs; the 
Kentucky Society of CPAs; the North 
Carolina Association of CPAs; and the 
Maryland Association of CPAs, outlining 
the plan in detail and requesting that 
they select an appropriate city in their 
states where the plan might be used as 
a pilot study. If these studies proved the 
plan to be effective, these business clinics 
could be expanded throughout other sec­
tions of the country. Responses have not 
been received from the presidents of these 
societies up to the date of writing this 
report, but it is hoped that favorable 
action will be taken. As soon as the plan 
is approved by one or more of the state 
societies, it is the intention of your com­
mittee and the public relations depart­
ment to promote the holding of one or 
more of these clinics in the states men­
tioned above.
Respectfully submitted,
J. Arthur Marvin, Chairman 
Eric A. Camman 
W ill-A. Clader 
Joseph A. Pelej 
Percy M. Smith, Jr.
Stanley W. White 
September 19, 1950
III
PROFESSIONAL AFFAIRS
profession al affairs
Advisory Committee on Appointments
To the Council of the
A merican Institute of A ccountants:
Gentlemen: Last fall upon recommend­
ation of the executive committee, the presi­
dent created the committee on committees. 
The duties of the committee were:
(a) To review the procedures of com­
mittee appointments.
(b) To work toward development of 
basic policies with regard to com­
mittees of the Institute, especially 
with regard to committee appoint­
ments.
(c) To assist the president by furnish­
ing information and advice in con­
nection with committee appoint­
ments in so far as that may be 
found practicable.
The Institute staff has made tabulations 
that show the number of members on each 
committee, the number of members who 
are serving for the first time in 1949-50, 
and committee memberships by states and 
firm affiliation.
The first draft of a manual of committee 
objectives and duties has been completed. 
This manual which will be revised as 
necessary from year to year should prove 
helpful in avoiding an overlapping of 
committee activity, and in guiding com­
mittees in the scope of their work.
The committee held a meeting in the 
Greenbrier Hotel, White Sulphur Springs, 
West Virginia, at the time of the spring 
council meeting, at which the future activ­
ities of the committee were explored. After 
consideration of a report of this meeting, 
the executive committee resolved:
1. That the name of the committee be 
changed to “ advisory committee on ap­
pointments;”
2. That turnover in committee personnel 
should be encouraged commensurate 
with the objectives of the several com­
mittees; and
3. That in requesting members of council
to suggest names of those considered 
suitable for committee appointments, 
emphasis should be placed on the fact 
that it is the duty of each council mem­
ber to give his personal attention to 
the request, so that the incoming presi­
dent might have all possible informa­
tion as to members in the several states 
who could contribute most to the work 
of the Institute committees.  
One of the most important and difficult 
tasks is to obtain and organize information 
concerning members in the various states, 
who have the ability, interest, and time to 
serve on the numerous Institute com­
mittees. At the present time, the staff 
maintains an alphabetical file of members 
who have served on Institute committees. 
Each card indicates the names of the 
committees and the dates of service.
The committee recommends that the staff 
establish an index by committees show­
ing personnel that have served in past 
years. It also recommends that another
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index be developed, listing by states the 
names of members who have served on 
Institute and state society committees, or 
who have special experience and interests 
that would qualify them for service on a 
committee.
It has been suggested that officers of 
the Institute should be charged with the 
duty of making notes concerning members 
they meet at state and regional meetings 
who would appear to be good prospects 
for committee membership. Such informa­
tion would be organized and retained at 
the Institute headquarters.
The committee recommends that there 
continue to be widespread geographical 
representation on committees, but feels 
that it is not practicable to adopt any 
over-all formula for representation.
While the committee believes it desir­
able to provide opportunity for as many 
as possible to serve on Institute com­
mittees, it is recognized that certain com­
mittees cannot function efficiently or effec­
tively if they are large. The committee 
has done some exploring of the advisabil­
ity of having “ junior sections”  or “ special 
service sections”  in which younger mem­
bers would have an opportunity to con­
tribute service that would be helpful to 
one or more of the standing committees.
The committee has proposed a study of 
the organization and operation of com­
mittees in other large professional organ­
izations.
With a membership of over 16,000 
certified public accountants, and faced 
with the many problems that confront the 
profession, the Institute task of giving 
those best qualified and able an oppor­
tunity to serve on committees assumes 
major importance.
The officers and staff will welcome the 
views of council as to ways to make avail­
able to the president essential information 
concerning those best able to serve on 
committees and suggestions as to how the 
tremendous wealth of talent within the 
Institute can be fully utilized for the bene­
fit of the profession.
Respectfully submitted,
Charles II. Towns, Chairman 
N. Loyall McLaren 
J. A. Phillips 
Edward B. W ilcox 
T. Dwight W illiams
September 19, 1950
Committee on Admissions
To the Council of the
A merican Institute of A ccountants:
Gentlemen: Since reporting to council 
at its April, 1950, meeting, the committee 
on admissions has held one meeting. Its 
work has been carried on largely by cor­
respondence.
During the fiscal year September 1, 
1949, through August 31, 1950, 2,480 ap­
plications were received, and 2,292 ap­
plicants were admitted to membership. 
This favorably compares with 1,912 ad­
missions during the previous year.
The committee felt that it could not 
recommend admissions of 20 applicants 
who failed to have had the equivalent of 
two years of public practice. Thirty-nine 
applications were rejected for other rea­
sons.
A total of 36 applications for admission 
as international associates were received, 
and upon recommendation of the com­
mittee, 17 international associates were 
elected by council at the spring meeting. 
Seven have been recommended for ad­
mission at the current meeting of council.
The committee wishes to thank members 
of council as well as other members of 
the Institute who have cooperated with the 
committee in its work.
Respectfully submitted,
Donald M. Russell, Chairman 
Clem W. Collins 
Edward L. Lawson 
Simon Loeb 
Maurice E. Peloubet
September 22, 1950
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Committee on Annual Awards
To the Council of the 
A merican Institute of A ccountants:
Gentlemen: This committee was ap­
pointed by your president under authority 
of a resolution adopted by the council in 
October, 1943, establishing three annual 
awards as follows:
1. For outstanding service to the profes­
sion.
2. For the outstanding book or article in 
the field of accounting or auditing.
3. For outstanding research work in ac­
counting or auditing by a student.
 Annually, since this committee was 
authorized, awards have been made rec­
ognizing outstanding services or publica­
tions as follows:
Y ear S erv ices Publications
1944 J. Harold Stewart George O. May
William A. Paton
1945 Victor H. Stempf Eric L. Kohler and
W. W. Cooper 
Maurice E.
1946 Arthur H. Carter Peloubet
1947 T. Coleman (No award)
Andrews
1948 Edward A. Kracke N. Loyall McLaren
1949 Hiram T. Scovill Robert H.
Montgomery
No award has ever been made for the 
outstanding research student.
Your committee has reviewed the prin­
cipal events and publications of the past 
year, has made use of the resources avail­
able to it, and after careful consideration 
has unanimously concluded to recommend 
no award for 1950 in any of the three 
categories.
In reaching this decision the committee 
has felt keenly its responsibility to explore 
the matter most thoroughly. A recom­
mendation of “ no award”  for the year
cannot be made lightly. If the awards are 
to be held in high esteem by the profes­
sion, then they must be granted only in 
recognition of achievements and writings 
of outstanding merit.
The committee feels, as a matter of 
policy, that accomplishments in the line 
of duty by officers, committeemen, or staff 
members are not proper subjects for rec­
ognition by these awards, no matter how 
meritorious. This decision rules out the 
several superlative accomplishments by 
such devoted persons during this year to 
whom the profession is deeply indebted.
This committee, consistent with those of 
prior years, strongly suggests that the 
authority for the third award to the out­
standing research student be canceled. 
This type of recognition is not of sufficient 
value to be significant or to stimulate 
students to achievement in this field. 
Furthermore, effective machinery which 
would be required to select proper sub­
jects and persons to reward is not avail­
able. Therefore, in order to relieve future 
committees from responsibility in this 
field, it is recommended that the council 
adopt the following resolution:
“Resolved, That that portion of the 
action of the council of the American In­
stitute of Accountants in October, 1943, 
which established an annual award for 
outstanding research work in accounting 
or auditing by a student be rescinded.”
Respectfully submitted,
R alph B. Mayo, Chairman 
George D. Bailey 
Burnell H. De Vos 
Herbert E. Miller 
Prior Sinclair
October 2, 1950
61
Committee on Cooperation with Bankers 
and Other Credit Grantors
To the Council of the
A merican Institute of A ccountants:
Gentlemen: There have been no formal 
meetings of the committee on cooperation 
with bankers since the last meeting of 
the council. However, the chairman of the 
committee has held discussions with the 
chairman of the committee on cooperation 
with public accountants of the Robert 
Morris Associates relating to activities of 
the respective committees.
We have previously reported to council 
that the committee of the Robert Morris 
Associates is working on a pamphlet en­
titled What a Banker Wants in an Audit 
Report for Credit Purposes. We under­
stand that this pamphlet is still in process 
of preparation and it is expected that your 
committee will be given an opportunity 
to review a proposed draft of the pamphlet 
in the near future.
The Institute has continued to furnish 
articles of current interest to the readers of 
publications in the credit field. In the June, 
1950, issue of Credit and Financial Man­
agement, the monthly publication of Na­
tional Association of Credit Men, an article 
by Carman G. Blough was published 
under the title “ Credit Executive Can Aid 
Accounting Progress.”  In the July, 1950, 
issue of the Banking magazine an article 
by John L. Carey was published under 
the title “ The Auditor Now Judges His 
Audit.”  These articles related primarily 
to the developments arising from State­
ments on Auditing Procedure No. 23.
The booklet entitled Audits by Certi­
fied Public Accountants prepared by the 
research department of the Institute was 
made available to the public in June, 1950. 
In the three months since its publication 
over 50,000 copies have been distributed.
This pamphlet was prepared primarily to 
meet the needs of bankers and other credit 
grantors for a summary of the basic con­
siderations usually involved in making 
audits of small and medium-sized manu­
facturing and mercantile companies. The 
reception accorded, as evidenced by the 
number of copies ordered by bankers and 
other credit grantors, indicates that the 
document is serving a useful purpose. It 
has also been ordered in somewhat sur­
prising quantities by members of the 
public accounting profession. Since the 
committee on cooperation with bankers 
originally sponsored the preparation of the 
document it is believed that it is our re­
sponsibility to sound a word of caution 
lest it be diverted to purposes for which 
it was never intended. In the preface to 
the pamphlet Mr. Blough states that it 
is directed primarily to those not familiar 
with the process of auditing and, further, 
that the audit procedures described should 
not be used as an audit program or as a 
check-list of procedures applicable in a 
particular audit. We would like to make 
it clear that this committee agrees with 
this viewpoint and also believes that 
wherever the booklet is used for staff 
training in auditing it should be regarded 
merely as introductory material to the 
Statement on Auditing Standards, the 
Special Report on Internal Control, and 
the several case studies on auditing pro­
cedures and internal control which have 
been issued by the committee on auditing 
procedure.
Respectfully submitted for
Committee on
Cooperation with Bankers
Paul Grady, Chairman    
September 28, 1950
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Committee on Coordination of Activities 
Of State and National Organizations
To the Council of the
A merican Institute of A ccountants:
Gentlemen: In our report to the spring 
meeting of council last May, we reviewed 
the history of relationships between the 
American Institute and the state societies 
of certified public accountants, and con­
cluded that the present flexible and in­
formal organization is working in a sat­
isfactory manner.
We noted that successful coordination 
of the activities of the state and national 
organizations depends upon continuous 
cooperation rather than upon any form of 
organization. We are glad to be able to 
report further evidence of successful co­
operation since the spring meeting.
One of the suggestions which came out 
of that meeting was an exploration of the 
possibility that the state societies might 
appoint representatives in the smaller 
cities and towns where a number of CPAs 
are located, who would act as liaison with 
the American Institute. It was felt that 
such representatives might be particularly 
useful in increasing the distribution of 
public relations material prepared by the 
Institute, such as transcribed radio pro­
grams, pamphlets, and pattern speeches, 
and in a number of other ways. Following 
up this suggestion, President Stewart wrote 
a letter to the presidents of all state 
societies on July 10th asking their reaction 
to this proposal. As was anticipated, some 
of the larger societies which have per­
manent staffs felt that Institute contacts 
could be handled best through the state 
society headquarters. Many of the smaller 
societies, on the other hand, welcomed the 
proposal, and indicated a willingness to 
appoint representatives to carry it out.
We believe that this plan will constitute 
one of the most effective actions ever taken 
by the state societies and the American 
Institute to increase the range of their 
helpful activities and services, and bring
about increased membership participation 
throughout the country. In this connec­
tion, we should like to emphasize the fact 
that the Institute is a membership organ­
ization, and the efficiency and usefulness 
of the headquarters staff must depend to 
a large extent upon suggestions and stim­
ulation from the members themselves. If 
maximum service is to be rendered to the 
state societies, the state societies and their 
members must provide full cooperation 
both in the development of Institute 
policies and in carrying them out.
As another means of cementing the re­
lationships between Institute headquarters 
and the state societies, top members of the 
Institute staff last May and June under­
took a number of trips to cities and towns 
in New England, the Middle Atlantic 
States, and the Middle West. In most 
cases, a luncheon or dinner meeting was 
arranged with about a dozen CPAs from 
the local community and nearby areas. 
These trips were, of course, arranged in 
each case in cooperation with the president 
of the state society, who usually assisted 
in getting a representative group together. 
The groups were kept small to promote 
active discussion and free criticism of In­
stitute policies and activities. The staff 
members particularly requested sugges­
tions for current activities which should 
receive greater emphasis, or for new activ­
ities which might be initiated.
From the reports of these trips, we be­
lieve that they were of very considerable 
mutual benefit, and we are happy to re­
port that they will be continued and ex­
panded to other parts of the country as 
a regular feature of the Institute staff 
functions. Of course, most of the contact 
with the members will have to be carried 
on through publications, correspondence, 
annual and regional meetings. We be­
lieve, however, that it will be of great 
value to supplement these regular contacts
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with small meetings where problems can 
be discussed face-to-face. These personal 
conferences are particularly valuable in 
developing the Institute plans for pro­
moting increased opportunities for the in­
dividual practitioners and the smaller 
firms.
Another valuable project which grew out 
of the council discussion last May was a 
meeting of the executive secretaries of 
state societies, held in New York August 
28 and 29. Almost all of the state societies 
having part or full-time staff were repre­
sented. Those present came from Ala­
bama, Arkansas, California, Florida, 
Illinois, Indiana, Maryland, Massachusetts, 
Michigan, New York, North Carolina, 
Ohio, Pennsylvania, South Carolina, Texas, 
and Virginia.
The agenda included discussion of pub­
lic relations, state legislative problems, 
society organization, chapter organization, 
publications, meetings, dues, records, and 
other practical problems of society oper­
ation. On each subject, one of the state 
society staff members gave a brief paper, 
followed by a general discussion. All of 
those present felt that the meeting was 
extremely useful, particularly in the ex­
change of information about the way prob­
lems are handled by the various societies. 
A detailed report of the proceedings has 
been made available to all state society 
presidents.
The number of state societies with paid 
staff assistance has increased considerably 
in recent years, and will probably increase 
further with the growth in membership 
of the societies and the Institute. Meet­
ings of this kind at which the staff mem­
bers can become acquainted with each 
other, and exchange information about 
their methods of dealing with mutual 
problems, will undoubtedly become an im­
portant factor in the relations between 
state societies and the Institute. While 
there is considerable variation in the range 
of activities of societies which have paid 
staff, it was clear from this first meeting 
that there are more common problems
than differences. Professional staff work 
is essential to the operation of organiza­
tions of any considerable size; it will be 
of obvious benefit both to the Institute 
and to the state societies if this staff work 
is carried out through mutual assistance 
and cooperation, instead of developing in 
a separate pattern for each society. The 
meeting clearly demonstrated that such 
cooperation is possible and practicable 
without in any way limiting the inde­
pendence of each society in developing its 
own policies and programs.
The Institute has made special efforts to 
limit the amount of material sent out to the 
presidents of state societies, but the neces­
sity for a wide variety of activities on 
many fronts demands a fairly heavy bur­
den of communications. Wherever possi­
ble, this burden on the state society pres­
idents can be lightened through the work 
of a paid staff. In the smaller societies, 
distribution of the burden to more active 
committees, and where appropriate, to 
special representatives appointed in the 
smaller communities, may make it possible 
to increase the effectiveness of state society 
activities without creating an impossible 
load on any single individual.
The extremely rapid growth in the mem­
bership of the Institute and the state 
societies will undoubtedly bring more, 
rather than fewer, problems, but we be­
lieve that the various steps taken during 
the past year have contributed much to 
the development of a constructive approach 
to these problems.
Respectfully submitted,
Clinton W. Bennett, Chairman
J. L. Bennett
Theodore S. Mauldin
John F. Prescott
John M. Stoy
Cyril Talbot
W illiam H. Walker
Paul K. Webster
Wallace W. W illard
September 11, 1950
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Committee on Certified Public 
Accountants Handbook
To the Council of the
A merican Institute of Accountants:
Gentlemen: This committee was ap­
pointed by the president of the Institute 
as of May 9, 1950, to consider and develop 
plans for the preparation of a manual of 
practice for the certified public account­
ant. Following its preliminary report to 
the executive committee on June 21, 1950, 
authorization was secured for the activa­
tion of the project, with an initial ap­
propriation of $15,000 for editorial and 
other preprinting expenses.
The committee has adopted the follow­
ing general program for its activities:
(1) The preparation of the manual will 
 be under the direction of a full-time
editor, with the assistance, cooperation, 
and direction of the committee. Mr. James 
L. Dohr has accepted the appointment as 
editor.
(2) The manual will consist of approx­
imately 30 chapters on various subjects 
relating to the organization and operation 
of a public accounting practice. Each 
chapter will be written by a member of 
the Institute selected for his special knowl­
edge of the subject.
(3) An initial prospectus of the con­
tent of the manual has been prepared by 
the committee. This is being tested by 
the mailing of a questionnaire to approx­
imately 500 firms represented in the In­
stitute soliciting information as to the 
content which will be most useful to them. 
(This questionnaire has already been 
mailed and the replies are being tab­
ulated.)
(4) The selection of authors is expected 
to take place as soon as the final outline 
of the content of the manual is deter­
mined. It is expected that these selections 
will be completed before the end of the 
year and that each author will be fur­
nished with a detailed outline of the de­
sired style, content, and arrangement of 
his chapter.
(5) It is hoped that all manuscripts will 
be available by the spring of 1951 and that 
the editorial work can be accomplished in 
the succeeding six months so that the vol­
ume can go to press in the fall or winter 
of 1951.
The committee respectfully urges mem­
bers of council and of the Institute to pre­
sent any suggestions to the members of 
the committee or to the editor as to the 
type of material which they believe would 
be most useful in this publication. The 
definite objective of the committee is to 
produce a handbook which will be of 
greatest value to the independent certified 
public accountant, emphasizing the prac­
tical aspects of “ how to do it”  and “ where 
to find it”  for dealing with day-to-day 
problems. It is not intended that the vol­
ume will include, except by summary or 
reference, the details of accounting prin­
ciples or auditing procedures.
Respectfully submitted, 
Maurice H. Stans, Chairman 
Marquis G. Eaton 
A rthur B. Foye 
Leslie Mills 
R obert E. Witschey 
August 15, 1950
Committee on Education
To the Council of the 
A merican Institute of A ccountants: 
Gentlemen: The committee on educa­
tion has continued its work in certain 
limited fields of education. The commit­
tee’s activity o f  sponsoring a contest for 
submission of programs for improving
staff training in effective writing has re­
sulted in receipt of several papers on the 
subject. A suggestion for development of 
correspondence courses in writing in co­
operation with some school or other group 
has been received and is under considera­
tion.
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A committee of the American Account­
ing Association on Internship Training is 
■working with us on methods for increasing 
the amount and effectiveness of such train­
ing. A joint statement of the two com­
mittees has been prepared and will be 
published soon.
Continued interest has been shown by 
schools and state societies in group study 
symposiums. These programs have been 
successful in enough instances to indicate 
that they may be expected to develop into
Committee
To the Council of the
A merican Institute of Accountants:
Gentlemen: This report is for the full 
year from September 30, 1949, since the 
committee did not submit a midyear re­
port in April, 1950. Nothing spectacular 
has been done by the committee but it is 
assumed that the report may properly 
mention all that has been and is being 
done in the matter of accounting history 
even where the committee has had little 
or no part in the work.
State Society Periodicals
It is gratifying to note the extent to 
which the state societies are publishing 
their own periodicals and thereby making 
permanent records which will prove valu­
able to future historians. The Institute 
library receives 33 such publications from 
32 states. Of these, 14 are monthlies, 2 
are bimonthlies, 14 are quarterlies, and 
3 are issued at irregular intervals. With 
only one exception, the name of each of 
the 33 periodicals includes the state name, 
beside which 13 add Certified Public Ac­
countant or CPA, 7 use Newsletter or 
News, 5 use Bulletin and 4 Accountant, 
while the other 4 are the Report in Colo­
rado, the Journal in New Jersey, the 
Spokesman in Pennsylvania, and the 
Wyoming Sagebrush Accountant. All ex­
cept 2 carry items of firm and personal 
news and all except 3 obituaries of de­
ceased members of the Societies. Con­
sidered together this makes a very im­
a permanent type of education within the 
profession.
Respectfully submitted,
John W. McEachren, Chairman
Herman W. Bevis
W illiam Boynton
R ichard E. Claire
James E. Hammond
Louis M. Kessler
Robert T. Knight
September 14, 1950
on History
portant contribution to the materials for 
current history.
As perhaps may be expected, the com­
mittee has some suggestions for making 
the state society periodicals even more 
valuable as source materials for later 
histories. The first is that the brief but 
numerous biographical items, especially 
the obituaries, be expanded to include the 
 date and place of birth, the names of 
schools attended, and the firms with which 
connected. Many of these facts may be in 
the application files.
The second suggestion is that the state 
societies which do not have their own 
journals might welcome invitations from 
their neighbors to cooperation in joint 
publication of the journals with repres­
entation on the editorial boards and parti­
cipation in the circulation and costs.
State Society Historical Articles
Besides the publication of current news 
in their journals several societies have 
published one or more articles upon past 
history. Those which have come to the 
attention of the committee but have not 
been mentioned in its prior reports are 
here listed:
The Connecticut CPA in issues o f September, 
1947, to June, 1950, published 12 install­
ments of the history of the Connecticut So­
ciety as compiled by Edward I .  Petze.
The Louisiana News Bulletin in issues of 
Winter, 1946, to Autumn, 1949, published 
9 articles on History Notes of that State 
as compiled by George A. Treadwell.
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The New Jersey Society of Certified Public 
Accountants in connection with its 50th 
anniversary published Fifty Years of Serv­
ice 1898-1948, 36 pages, 1948.
The New York Certified Public Accountant 
published: History of Fiduciary Accounting 
in N.Y., by O. R. Judd, October, 1949, The 
New York School o f Accounts (Koehler), 
December, 1949, Pace Institute, September, 
1950.
The North Carolina Association of Certified 
Public Accountants in connection with its 
25th anniversary published a booklet o f its 
history 1919-1944, 21 pages, 1944.
The Oregon Accountant published in its issue 
of March, 1948, “ Historical Notes, Profes­
sion’s Background,”  by R. D. Britton.
All these historical writings have been 
 prepared for or at least published by the 
state societies. A few others have been 
written independently as follows:
Arthur Young and the Business He Founded, 
with a prefatory note by J. C. Burton, 
pages VIII and 71. Privately printed, New 
York, 1948.
“ Notes on Accounting History,”  by Mary E. 
Murphy, in Accounting Research, January, 
1950, Vol. 1, page 275.
Development of Minnesota Public Practice   
1889-1939, compiled by Herbert M. Temple, 
November, 1939. Typewritten, only 5 or 6 
copies; 453 pages.
Mention should also be made of other 
periodicals which carry not only current 
news but some earlier history, viz.:
The Arthur Andersen Chronicle, quarterly 
since October, 1940.
The LRB & M Journal about bimonthly since 
March, 1929.
Pace Alumni Magazine, begun in October, 
1949.
The committee on history first ap­
pointed in 1940 cannot claim any credit 
for the compilation of the large quantity 
of accounting history reported here and 
in its reports of prior years, except per­
haps to the extent that its urging by 
correspondence usually has had some in­
fluence in getting others to do the writing. 
But some history has been written by 
members of the committee and more is 
under way.
Ernest Reckitt’s story of accountancy 
in Illinois has not yet been published. 
The committee feels that the cost of the
printing would be trivial as compared 
with the labor given to its preparation.  
In Massachusetts, Ethel S. Kingman 
has consented to compile the story of ac­
countancy in that state.
In Virginia, William P. Hilton has un­
dertaken a similar work and has accumu­
lated much data.
For The First Twenty Years of the 
American Association of Public Account­
ants, 1886 to 1906, when its first year 
book was published, Norman E. Webster 
has completed over 150 pages of the story 
and biographical sketches of the 262 ac­
countants who were members of it prior 
to January 10, 1905, when the Federation 
of Societies of Public Accountants in the 
United States was merged with the As­
sociation.
The committee keeps in touch with the 
librarian of the Institute to learn of the 
new historical writings and source ma­
terials which have been acquired by the 
library and to inform it of other such 
materials which have come to the atten­
tion of the committee. 
It seems evident that the interest in ac­
countancy history is growing. But more 
research and authorship is needed. Some, 
though not all, of the subjects which 
should be covered may be:
Firm Histories and Individual Biog­
raphies
Accountancy in the United States be­
fore 1886
Development of Auditing—Abroad and 
in the U.S.
Why and How Commercial Law Became 
a Subject for Accountancy Examina­
tions—Abroad and in the U.S.
Probably some subjects can best be 
handled by teachers and some by practi­
tioners all with a background of account­
ing experience.
Respectfully submitted,
Norman E. W ebster, Chairman 
W illiam P. Hilton 
Ethel S. Kingman 
T. Edward Ross 
Ernest R eckitt 
September 30, 1950
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Committee on Membership
To the Council of the
A merican Institute of A ccountants:
Gentlemen: The committee on mem­
bership is pleased to report that the ac­
tivities of its members, in conjunction with 
those of the staff, have resulted in a 
substantial membership gain. During the 
year ended August 31, 1950, 2,480 ap­
plications were received and 2,292 were 
approved. Corresponding figures for the 
preceding year were: 1,927 applications 
received and 1,912 approved. At August 
31, 1950, the membership had increased 
to 16,062 from 13,976 at the beginning of 
the year, a net gain of 2,086.
This increase may be largely attributed 
to the questionnaires sent to nonmember 
certified public accountants which were 
described in the committee’s last report. 
Follow-up letters to those who had in­
dicated an interest in membership during 
the year, but whose applications were not 
forthcoming, brought another wave of 
applications in their wake.
More frequent personal contacts were
made with prospective members as a result 
of the questionnaires, and this has placed 
a larger burden on the committee mem­
bers, particularly those in the larger local­
ities.
Frequent mention in state society pub­
lications of the desirability of Institute 
membership has undoubtedly contributed 
to the good record for the year.
A congratulatory letter and a printed 
circular describing the Institute activities 
have been sent by the chairman to all 
new CPAs.
The work of the Institute staff assigned 
to new membership has been excellent. 
On the occasion of a visit to headquarters 
the chairman found that a comprehensive 
card record of prospective members has 
been developed, that it is kept up to date 
and that it is used very effectively as the 
basis of a well-planned routine system of 
contact and follow-up.
Respectfully submitted, 
Coleburke Lyons, Chairman 
September 25, 1950
Committee on Natural Business Year
To the Council of the 
A merican Institute of A ccountants: 
Gentlemen: It was necessary to give 
considerable thought to the real purpose 
of our committee in making a reply to 
Mr. Leonard F. Becker’s article (“ Sug­
gestions for Flattening the Year-End 
Peak” ) in the July, 1950, issue of The 
Journal of Accountancy. The particular 
question that raised its head was “ Where 
does the ‘Natural Business Year’ fit if a 
company has so rounded out its activities 
that it has reasonably uniform month to 
month performance?”
If the name of our committee is exactly 
descriptive, then its work must be confined 
to the “ Natural Business Year.”  However, 
let us examine into the name of our com­
mittee and possibly determine whether it 
is too limiting.
Enlightened self-interest tells us that 
only that which is in the public interest 
finally benefits our profession. It seems 
that it is very much in the interest of the 
business public that they receive rapid, 
concentrated, and uninterrupted attention. 
It likewise is to their interest if auditing 
firms can maintain a reasonably stable 
staff.
In our opinion, the goal of this com­
mittee should be to convert members of 
the business public to a fiscal year other 
than a calendar year, if it is to their ad­
vantage in each instance. S o  long as it 
can be determined that it is not detri­
mental to the organization to adopt a fiscal
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year ending other than December 31, and 
if any benefit exists (which seems true 
without doubt) then an effort should be 
made to change that fiscal year. There 
certainly could be no valid objection to 
changing from a calendar to other than a 
calendar fiscal-year basis if a business 
claimed uniform activities each month of 
the year and no obvious peaks or valleys.
In light of the foregoing, it seems that 
the objectives of the committee were best 
stated in a letter from H. T. Winton to 
the committee under date of March 13, 
1950, from which we quote:
“ As you know, the committee’s objective, 
simply stated, is to educate the business public 
to the advantages of adopting fiscal years 
which are best suited to the needs of indivi­
dual enterprises . . . ."
Reference is made to copy of an abstract 
of a thesis by William Max Slocum, in­
structor in the Department of Economics 
and Business Administration at West 
Virginia University, entitled “ A Measure 
of the Acceptance of the Natural Business 
Year,”  a copy of which was sent to mem­
bers of this committee by Mr. Winton 
with his letter of August 18.
Mr. Slocum refers to the period between 
1929 and 1948. He uses as an example 
1,102 concerns consisting of 60 industrial 
classifications. He determined that during 
that period 136 of these 1,102 companies 
abandoned December 31 as their closing 
date. Stated in percentages, 73.5 per cent 
of these companies used December 31 as 
a closing date in 1929 as compared to 
only 61.1 per cent in 1948.
Then he goes on to state that while 58 
of these companies changed to the recom­
mended closing date, 78 of the total of 
136 abandoning the calendar year did so 
in favor of a fiscal year other than that 
recommended by the Natural Business 
Year Council. The author reasons that this 
may be due to a poor selection of closing 
dates, to particular problems within an 
industry which make the selection of any 
one closing date difficult, or to industrial 
diversification which tends to even out the 
monthly volume.
It seems to us this points up the grow­
ing importance of the adoption of a fiscal
year other than December 31 for reasons 
not connected with the Natural Business 
Year.
To summarize this point, our goal 
should be to benefit the greatest number 
of the business public by educating them 
to the advantages of a change from a 
calendar-year basis of accounting to a year 
ending other than December 31. Our in­
terpretation of the purpose of this com­
mittee goes beyond the “ Natural Business 
Year”  as we have shown where the adop­
tion of other than a calendar year can be 
advantageous even though not technically 
a “ Natural Business Year.”
Under this concept of the organization, 
therefore, we specifically recommend for 
consideration that the activity of this 
committee be directed toward:
(a) Making personal contacts with 
management and governmental units to 
determine what their objections may be 
to adoption of fiscal years other than 
December 31, and to obtain their coopera­
tion in recommending this adoption to 
segments of the unit or industries in which 
they have influence.
(b) Personal contacts with state so­
cieties with the thought of organizing 
“ grass roots”  committees to do the same 
as recommended in (a) in their particular 
states or political subdivisions.
(c) To take selective industries, or 
groups which are under the jurisdiction 
of political subdivisions or administrative 
bodies, as determined from activities under 
(a) and (b ) , and make a concerted effort 
within that group at such time as we 
have reasonable assurance of cooperation.
Because of the concept that we have set 
forth up to this point, it seems a brief 
comment on the organization of the com­
mittee itself would be in order. As pres­
ently constituted it is apparently a 
one-year committee, with an Institute 
policy of carrying over some of the older 
members by a subsequent appointment. 
Out of nine members in 1949-50, five 
were carried over. The chairman had not 
been a member prior to the current year. 
It is our opinion that a majority of the 
members of a committee formed to keep
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alive and further this important cause 
should have a good background in the 
subject. This can best be acquired after 
experience in this committee work, and it 
takes time. Therefore this problem might 
best be solved by possibly making stag­
gered three-year, two-year, and one-year 
appointments, after which all appoint­
ments could be for three years.
It has been our experience that matters 
of this kind can be discussed and deci­
sions made in substantially less time if 
meetings can be held. This particular dif­
ficulty might be solved by the staggered- 
term arrangement proposed. Certainly if 
it were possible to know who the majority 
of members were to be before the annual 
Institute meeting, then at least one meet­
ing could be held. While geographical 
distribution meets with our approval, 
would it be advantageous to have, say, 
three sections of the committee function­
ing with regional vice chairman, with a 
coordinating chairman, who might be on 
the staff of the Institute?
It appears that money spent in this 
manner might accomplish more than by 
paying existing agencies for more Natural- 
Business-Year studies. In any event, the 
time spent and cost of attending a re­
gional committee meeting would be pos-
Committee on
To the Council of the
A merican Institute of A ccountants:
Gentlemen: In our report to council 
last April, the public relations committee 
listed the following three objectives which 
we had selected for primary emphasis 
during the current year:
First, protection of the position of cer­
tified public accountants in tax practice;
Second, maintenance of the integrity of 
state CPA laws;
Third, expansion of opportunities for 
certified public accountants, particularly 
the younger individual practitioners, by 
giving more information to small business­
men about the advantages of good ac­
counting service.
sibly two-thirds less than would be in­
volved at present. Of the present com­
mittee it will be noted that the chairman 
is from Los Angeles, one member is from 
the State of Washington, and one member 
each from Connecticut and Georgia (the 
far four corners of the United States). 
Four members are located in an area of 
practically contiguous states of Minnesota, 
Illinois, Indiana, and Kentucky and one 
member is on the Middle Atlantic sea­
board in Virginia.
In conclusion, we realize there may be 
numerous problems of more pressing im­
mediate importance, and these recom­
mendations are made for your considera­
tion at the proper time. It is not intended 
to give all the answers here, but merely 
to present the problems and some help 
in their solution.
Respectfully submitted,
C. C. Gabrielson, Chairman 
Harry W. Babineau 
Emmett S. Harrington 
Tom L  Melven 
M. D. McCaskill 
Joseph F. Sullivan 
Roy L. Ward 
J. A. Willett 
L. C. J. Y eager 
September 25, 1950
Public Relations
We also outlined some of the major 
activities undertaken by the Institute staff 
to carry out these objectives. We will not 
repeat the material contained in that re­
port, but will submit as a supplement to 
this statement a summary of the high­
lights of Institute public relations activities 
during the last fiscal year. I should, how­
ever, like to call your attention to a num­
ber of significant accomplishments in the 
 public relations field since April.
We noted in April that the first of a 
series of articles for the trade press on 
bigger profits through better accounting 
had been accepted and published by 
Hardware Age. Since that time similar 
articles have been accepted for publication 
by 13 additional trade magazines with a
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circulation of 397,782. We consider these 
trade-press articles one of the most ef­
fective projects ever undertaken by the 
Institute to expand the field of opportunity 
for certified public accountants.
The public relations department has 
also in recent months arranged for the 
publication of articles in Banking Mag­
azine, Credit and Financial Management, 
and Burroughs Clearing House explaining 
standards for clarification of auditors’ re­
ports under Statement No. 23. The pam­
phlets undertaken in cooperation with the 
National Association of Master Plumbers, 
also described in our April report, have 
now been completed, published, and 
distributed to the 15,000 members of that 
association. Plans are under way for 
similar projects in cooperation with other 
trade associations.
 Distribution of A Career in Public Ac­
counting which was published in March, 
has now reached a total of nearly 35,000 
copies, and distribution of The CPA Ex­
amination: Gateway to a Profession has 
 now reached more than 55,000 copies.
A new pattern speech, “ Business and 
Public Opinion”  was completed and made 
available to state societies and Institute 
members in May.
Scripts for two new transcribed radio 
shows, similar to those which were suc­
cessfully presented over more than 200 
stations last year, have already been com­
pleted, and the new transcriptions should 
be available to state societies sometime 
in December.
In recognition of the fact that com­
munication from Institute headquarters to 
the membership is in itself a kind of 
public relations, our membership bulletin, 
rechristened The CPA, wa3 placed under 
the editorial direction of the public rela­
tions department last June. The format 
and style have been revamped, and mem­
bership reaction indicates that the bulletin 
is now considerably more interesting and 
readable than it used to be. The monthly 
Newsletter, first intended primarily for 
editors of state society publications, is 
now being sent regularly to all members 
of council.
A new speakers bureau kit to assist
state societies in arranging more public 
appearances by their members is being 
sent to all state society public relations 
committees.
The public relations department also 
made most of the arrangements for a 
series of trips by members of the Institute 
staff last May and June, during which 
meetings were held with Institute mem­
bers in some of the smaller cities where 
there has not been too much personal 
contact in the past. These trips were en­
thusiastically received, and plans are 
under way for a more extensive coverage 
of the country on a similar basis during 
the coming year. The public relations de­
partment also handled most of the plan­
ning for the meeting of state society 
executive secretaries which was held at 
Institute headquarters in New York late 
in August.
The additional funds made available by 
the budget for the previous year have 
produced concrete results, especially in  
the fields of pamphlets, magazine articles, 
and radio. In this connection, however, 
we should like to point out that the ex­
pansion of public relations activities since 
an enlarged program was approved by 
council in the spring of 1947 has been no 
more than commensurate with the growth 
of the Institute itself. In 1947 the mem­
bership was under 11,000. Today it is 
over 16,000, and still growing faster than 
ever. It is clearly our responsibility to 
provide a corresponding increase in serv­
ices to the membership, and particularly 
to expand the field of opportunities for 
the younger members of the Institute and 
of the profession.
Under normal conditions, this commit­
tee would therefore recommend a further 
expansion of public relations activities 
during the coming year. However, the dis­
locations resulting from the present de­
fense emergency have made us cautious 
about expansion along lines which would 
be appropriate if we could be confident 
of continuing peace and prosperity. We 
have therefore concluded that it would 
be unwise at this time to recommend a 
public relations program more extensive 
than the program for the year just com-
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pleted. It may, in fact, become necessary 
to shift the emphasis of many activities 
now planned if the emergency should be­
come more serious. It is unlikely that we 
shall need less public relations activity, 
but we may well need activities of a dif­
ferent sort: for example, it might well 
become desirable to organize tours of lead­
ing accountants to give talks in defense 
centers along the lines of the program 
which became known during World War 
II as “ Frank Gale’s Flying Circus.”
Despite the fact that we are not rec­
ommending any further expansion at this 
time, we feel that this report would be 
incomplete if it did not call your attention 
to the need for additional public relations 
activities on the part of the Institute, and 
the desirability of undertaking such ad­
ditional activities as soon as conditions 
warrant. We feel that we should leave 
open the possibility of presenting a re­
vised and enlarged public relations pro­
gram to the meeting of council next spring 
if national and world conditions look 
brighter.
One important project which we would 
recommend at the earliest suitable mo­
ment is a survey of business opinion, not 
only to determine what the public thinks 
about certified public accountants, but 
more specifically to find out why the serv­
ices of CPAs are not more widely used, 
especially by smaller businesses, and what 
types of public education would be most 
effective in making more businessmen 
aware of their need for CPAs. For ex­
ample, we would like to know, instead of 
having to guess, whether many business­
men have a false and exaggerated notion 
of how much it would cost them to employ 
a CPA for periodic audits and tax service.
We have only begun to tap the pos­
sibilities of telling the story of the CPA 
through magazines, radio, and television. 
Of course there is no guarantee that the 
expenditure of additional money will pro­
duce exactly commensurate results, but 
our experience to date certainly shows 
that more can be spent profitably. Our 
public relations budget is modest in com­
parison with the amounts spent by busi­
ness corporations and other organizations.
The most important of all the fields in 
which we need to expand our activities is 
in public relations service to the state 
societies. Public opinion is, after all, a 
local and personal thing. For this reason, 
much of the public relations material al­
ready produced has been intended for 
utilization by state societies, chapters, and 
individual members. With increased facil­
ities, a great deal more can be done along 
this line. For example, the public rela­
tions department now has available four 
pattern speeches for delivery by Institute 
members, all intended principally for 
business audiences such as service clubs. 
It would be a fine thing if we could have 
20 or more such speeches so that at least 
one would be available for almost any 
kind of audience, from high school grad­
uating classes to women’s clubs and meet­
ings of other professional groups.
We would like to see the day when any 
reasonable request for public relations 
material from a state society or chapter 
can be filled by Institute headquarters, 
with material especially produced for the 
occasion, if it were not already on hand. 
As things stand now, the public relations 
department obviously cannot be expected 
to do more than anticipate the most com­
mon requests, and produce material of a 
general nature which is likely to have the 
widest usefulness.
As the Institute grows, its relations and 
the relations of its members with the pub­
lic grow in geometrical proportion. Twenty 
years ago the Institute had scarcely over
3,000 members and as a profession they 
were scarcely in the public eye at all. To­
day, with 16,000 members, we are achiev­
ing national prominence and reputation. 
Ten years from now we can expect 30,000 
or 40,000 members. We must raise our 
sights accordingly.
Respectfully submitted,
George E. Perrin, Chairman 
W illiam M. Black 
John J. Dobson 
John C. Martin 
N. Loyall McLaren 
Clifton H. Morris 
Norman H. S. Vincent 
September 18, 1950
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Major Activities o f the Institute Public Relations Department 
And Public Relations Counsel, December 1949 - October 1950
New B o o k le ts : (1) The CPA Ex­
amination: Gateway to a Profession, 
published January 1; 55,520 copies dis­
tributed to August 15. (2) A Career in 
Public Accounting, published March 14; 
33,434 copies distributed to August 15. 
(3) Plumbers series— three booklets on 
Bigger Profits Through Better Account­
ing, prepared in cooperation with and dis­
tributed to 15,000 members of Master 
Plumbers Association.
New Pattern  S p eech es : “ Business
and Public Opinion,”  distributed in May; 
101 copies sent out in answer to individ­
ual requests.
P ress R eleases: 1,666 releases on 
new members to home-town newspapers; 
475 local announcements on Institute com­
mittee appointments mailed in January; 
15 general stories sent; 155 releases 
mailed from Regional Conferences.
M agazines: Articles stressing advan­
tages of CPA services accepted and pub­
lished by Hardware Age, Taxicab Industry, 
Photo Dealer, Gift & Art Buyer, Geyers 
Topics, American Druggist, Radio and 
Television Retailing, Distribution Age, 
Hotel Management, Baker's Review. Ar­
ticles accepted for publication by Garri­
sons, Boot and Shoe Recorder, Food 
Industries, Hotel Management, Motor, 
Commercial Refrigeration. Total circula­
tion of magazines with articles published 
or accepted to date: 450,501. Articles in 
preparation for National Dry Cleaner, 
Sanitary Maintenance, Restaurant Equip­
ment Dealer, National Roofer, Furniture 
Manufacturer. Articles on Statement 23 
written for Banking, Credit and Financial 
Management, Burroughs Clearing House. 
 Career outline checked for Glamour. Ar­
ticle on history and services of the Insti­
tute written for Accounting Forum.
L eg is la tion : Continuing work in con­
nection with Tax Court bill, Administra­
tive Practitioners bill, Wage and Hour 
amendments, state legislation.
R a d io : Two 15-minute transcriptions 
prepared with professional actors and the 
Commissioner of Internal Revenue; 186 
discs ordered for distribution in 33 states. 
Two shows written for next year. CBS 
network carried series of five programs at 
Institute’s suggestion, with representa­
tives of the federal tax committee appear­
ing on two.
T e le v is io n : Eight-station CBS net­
work, including New York, Philadelphia, 
Washington, Detroit, and Chicago carried 
half-hour Institute dramatic show featur­
ing chairman of tax committee.
R eg ion a l C on fe ren ces : Public rela­
tions department assisted with plans and 
publicity for Southern States, Midwest, 
Mountain States, Northwest, and Middle 
Atlantic conferences.
K its : “ Press Publicity and How to
Get It”  sent to all state societies February
1. Speakers Bureau kit ready for print­
ing.
State S ociety  Newsletter: Monthly, 
inaugurated in January.
Staff T o u r s : Arranged informal meet­
ings for staff executives and Institute 
members.
The CPA: Assigned to public rela­
tions department with June issue; new 
format designed and adopted.
C ham ber o f  C om m erce  P r o je c t :
Proposal from committee on systems and 
internal auditing for local business clinics 
launched.
 C o rre sp o n d e n ce : Total number of 
individual letters sent out: 2,383.
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Committee on Publication
To the Council of the
A merican Institute of Accountants:
Gentlemen: In its report to the council 
this spring the committee on publication 
reviewed its established policies. These 
were in brief to encourage and develop 
the leadership of The Journal of Account­
ancy in its field, to encourage contribu­
tions and select them on the basis of 
usefulness to the profession, to maintain 
freedom of the press as to worthy contro­
versial matters and editorials, to broaden 
the content of The Journal, and to exclude 
advertising which was in any significant 
way at variance with the editorial tone or 
professional character of the magazine.
These matters having been covered at 
length in previous reports, and others per­
haps not emphasized, it seems fitting to 
discuss certain matters of business. The 
Journal is a business. It has revenues of 
nearly $400,000 a year. Members ought 
to be kept informed of progress in this 
area.    
Advertising
The Journal is not operated primarily 
for profit, but it does, nevertheless, offer 
certain opportunities for persons in fields 
related to accounting to communicate 
with accountants, to sell to them, and in 
the course of so doing to contribute to 
the cost of operating The Journal and the 
Institute. The Journal has an advertising 
manager, who calls on advertisers and 
prospective advertisers, and develops the 
variety of relationships and services 
needed to sell advertising in competition 
with other media which compete for the 
advertiser’s dollar.
This year contracts have been closed for 
monthly advertising with several new ad­
vertisers, two of whom (Comptometer and 
Recordak) are important and have been 
the object of continuous selling effort for 
a good many years. It is to be expected 
that a new contract of this kind will be 
obtained from time to time, though it be­
comes increasingly difficult as most of the
obvious prospects sign up. We also lose 
an advertiser from time to time. For in­
stance, the McBee Company is discontin­
uing its advertising in The Journal this 
fall, apparently as a result of policy think­
ing that they want to advertise in more 
general magazines which are expected to 
reach top executives.
Our biggest job in selling advertising 
is the same as the big job facing the pro­
fession: to tell people what accountants 
do, what kind of people they are, and 
what a CPA-client relationship is. An ad­
vertiser who takes action such as McBee 
has taken is saying, in effect, that someone 
in top management, not the technical ac­
countant, is the man who recommends, 
approves, and installs business systems 
and equipment. This is simply not in 
accordance with the facts, but it is diffi­
cult to make those facts clear to persons 
in advertising agencies and advertisers’ 
offices who do not know what an account­
ant is. A long-range selling and educa­
tional program is the answer, and it is 
being developed as fast as possible. For 
two years we have made surveys to get 
facts on subscribers’  behavior in certain 
situations affecting advertisers, and these 
will be continued.
Advertising Volume
Advertising volume this year reached 
a new high, both in number of pages and 
dollar volume. This is the record:
N um ber 
o f  pages 
o f  adver­
tising  
carried
N o. o f  P ages  
(1946-1 0 0 % )  
Journal O ther
1946- 47 426 $ 62,300 328,534 100% 100%
1947- 48 423 85,300 334,137 99% 101%
1948- 49 410 95,000 322,337 96% 98%
1949- 50 430 113,990 303,666 101% 92%
The increased dollar revenue is due in 
some considerable part to increase in the 
rate charged per page, which is possible 
as a result of increased circulation and 
increased general acceptance of the mag­
azine by subscribers.
R even u e
from
A d v er­
tising
P erform an ce  
o f  certain  
other
comparable 
mag az ines: 
N um ber  
o f  P ages
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Unethical Advertising
In our report to the spring meeting of 
the council this year we said that the 
problem of possible unethical advertising 
by members of the profession was under 
consideration. The committee now reports 
adoption of the following policy on this 
point:
The Journal will reject advertisements 
which offer services of a type customarily 
provided by public accountants to their 
clients, by whomever offered, advertise­
ments which may reasonably be expected 
to result in contacts leading to profes­
sional engagements if the advertiser is in 
public practice, regardless of whether or 
not he is a CPA or a member of the 
Institute, and whether or not his name 
 appears, and advertisements which are 
paid for by the advertiser and dis­
play his name and address either with 
or without mention of professional desig­
nation or attainments, if he is in public 
practice, no matter what is offered for 
sale, and regardless of whether or not the 
advertiser is a CPA or member of the 
Institute. Advertisements for part-time 
employment which could be disguised 
quests for clients will be questioned if 
they are run repeatedly. It is believed that 
these criteria are in conformity with the 
rules of professional ethics of the Institute 
and the interpretations which have been 
placed upon them. 
Circulation
The circulation department of The 
Journal is  also a business. The keeping 
of circulation records, maintenance of 
subscribers’ lists, and the mailing of the 
magazine are done by a staff of five per­
sons working under the circulation man­
ager.
The circulation manager also carries 
on a wide variety of promotional work, to 
obtain new subscriptions and to encourage 
the renewal of expiring subscriptions. He 
also acts as advertising manager for the 
sale of other Institute publications.
The circulation picture of The Journal 
is this:
Paid
C ircu­
lation
C ircu ­
lation
R even u e
R enew al
R a te
E xcluding
M em bers
8/31/47 42,000 $116,477 75%
8/31/48 49,500 162,391 69%
8/31/49 52,000 206,862 63%
8/31/50 55,855 256,166 67%
A part of the large circulation rise in 
the late days of World War II (1945-6-7) 
was due to student subscriptions paid for 
in most cases by the government under 
the G.I. bill. This figure approached
15,000 at one time. As the students com­
pleted their courses they failed to renew. 
This accounts in considerable part for 
the decline in the renewal rate. But new 
professional subscribers have been added 
faster than the students dropped, result­
ing in a net gain. Student subscribers 
now number about 10,000.
The renewal rates shown above apply 
only to non-institute members. Including 
members, the renewal rate is about 78 
per cent, which is within a few percentage 
points of the highest rate of any magazine 
on which we were able to get information. 
However, even this rate reveals that some 
thousands of subscribers fail to renew 
their subscriptions every year, and that 
means that a great deal of work and sell­
ing must be done just to stand still, cir­
culation-wise.
A considerably expanded promotional 
program with emphasis on renewals, has 
been in effect for the year just ended, 
and the foregoing figures show its results. 
New subscriptions sold during the year 
totaled 15,517, and 40,334 renewals were 
obtained. Even though, as circulation in­
creases, additional circulation obtained 
through promotion costs progressively 
more, it is still profitable. Furthermore, 
in accordance with our policy of maintain­
ing The Journal as the leader in its field, 
and from a long-range public relations 
point of view it is desirable to have The 
Journal in the hands of as many persons 
as possible.
Editorial
The volume of manuscripts submitted 
for publication in The Journal has in­
creased considerably during the past two 
years, due, in part at least, to a sustained
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effort by the committee and staff to en­
courage more writing by accountants. 
During the two years ending August 31, 
1950, about 975 manuscripts have been 
submitted, reviewed, processed, published, 
or rejected. It is not possible without 
a disproportionate amount of work to 
analyze the disposition of all of these man­
uscripts. Six hundred and seventy-two 
of them were handled as follows: 
Accepted and printed in Journal 271 
Rejected but printed elsewhere 33 
Rejected and returned to author 181   
Rejected and placed in Institute 
library 36
Tentative acceptance, author now 
  revising 21
In our active file   130
The remaining 300 manuscripts are in a 
variety of states: many are papers written 
for meetings on which no action is neces­
sary, but which we have on file for pos­
sible use; some have been given a quali­
fied approval, and need extensive rewriting 
or editing. This accumulation is a result 
of a manuscript procurement effort out of 
proportion to the available people to 
process them. We expect the accumula­
tion to be worked into shape this autumn.
Performance of individual reviewers is 
interesting. Of a group of 546 manu­
scripts handled, 121 were reviewed by 
members of council and others not mem­
bers of the committee. The most active 
member of the committee read 86 manu­
scripts in two years; the least active, 49.
Of 461 manuscripts reviewed, 178 were 
given a favorable judgment; 90 were con­
sidered “ not good—not bad”  (worth 
publishing if revised); and 173 got a neg­
ative reaction.
The foregoing data resulted from rather 
casual analysis, but more exacting study 
was not considered worth while. However, 
from January 1, 1950, more exact records 
have been kept; they show the following:
M anuscripts January 1, 1950
received  to  A u gu st 31, 1950
Unsolicited 65
Invited 26
Papers written for meetings 50
Letters to editor 69
Other 21
T o t a l  231
The disposition of 227 of these was as
In
 p
ro
ce
ss
follows:
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received T
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January, 1950 39 18 5 12
February, 1950 27 11 3 7
March, 1950 13 6 2 3
April, 1950 23 9 4 6
May, 1950 22 3 4 8
June, 1950 29 4 9 6
July, 1950 32 6 7 3
August, 1950 42 2 10 3
T o t a l 227 59 44 48
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Other Publications
The staff of The Journal is also the 
publications department of the Institute. 
In addition to The Journal and The Certi­
fied Public Accountant, the staff handled 
the editing, production, promotion, and 
sale of 20 publications during the year.
It is gratifying to report that The 
Journal received a certificate award of 
merit “ For Editorial Excellence for Out­
standing Graphic Presentation”  in the 
annual competition conducted by the 
magazine Industrial Marketing. This is 
the second such award received by The 
Journal in three years.
Respectfully submitted,
E d w a r d  B. W i l c o x ,  Chairman 
M a r q u i s  G. E a t o n  
J o e l  H u n t e r ,  J r . 
R u s s e l l  H .  H a s s l e r  
W i l l i a m  T. H a z e l t o n  
J. K. L a s s e r  
D o r o t h y  G. W i l l a r d  
September 25, 1950
Committee on Relations with Bar
To t h e  C o u n c i l  o f  t h e  
A m e r i c a n  I n s t i t u t e  o f  A c c o u n t a n t s : 
G e n t l e m e n :  Your committee on rela­
tions with bar, the members of which are
also the accounting members of the Na­
tional Conference of Lawyers and Certified 
Public Accountants, has met with the 
following lawyer members of the National
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Conference a number of times during the 
past year: David F. Maxwell, Thomas J. 
Boodell, Charles D. Hamel, Carl McFar­
land, and John D. Randall.
The last meeting was held in Washing­
ton on April 13 and 14 at which a tenta­
tive statement was unanimously approved 
for submission to the governing bodies of 
our respective associations. [A copy of this 
statement is attached hereto.] This state­
ment was submitted to council of the 
American Institute the following week and 
after considerable discussion was ap­
proved, but according to an agreement 
with the other members of the Conference 
was not published pending action by the 
appropriate body of the American Bar 
Association. It was thereafter presented 
by the lawyers to the board of governors 
of the American Bar Association, which 
referred it to a special committee of three 
for consideration. This committee, we 
understand, reported back to the board 
of governors at a meeting held in the 
middle of September that the statement 
was unacceptable to the majority of the 
Committee on Unauthorized Practice of 
the Law and suggested that it be referred 
back to the National Conference for 
further study, particularly of the  section 
on tax advice. Under the circumstances, 
therefore, it will not be submitted by us
in its present form to the annual meeting 
of the Institute.
The first sentence of the concluding 
paragraph of the statement is as follows: 
“ This statement of principles should be 
regarded as tentative and subject to re­
vision and amplification in the light of 
future experience.”  The accounting mem­
bers of the Conference felt that it was 
only intended to be a first step towards 
the reconcilement of the differences of 
opinion that seem to exist between certain 
members of our two professions. We have 
expressed our entire willingness to con­
sider the objections that had been raised 
but it was impossible to hold another 
meeting of the Conference between the 
action taken by the board of governors 
and this meeting of council. We have 
therefore advised Mr. David Maxwell, co- 
chairman for the lawyers, that we shall 
be glad to meet again during the fall to 
further explore and try to resolve the 
objections that have been raised to the 
present wording. We have, of course, 
pointed out that it is quite likely that 
the constitution of the Conference may 
be changed for the ensuing year but both 
o f the cochairmen recommend that the 
Conference method be continued.
Respectfully submitted,
P e r c i v a l  F. B r u n d a g e , Chairman 
September 25, 1950
Committee on Relations with the Securities 
And Exchange Commission
To the Council of the 
A merican Institute of Accountants: 
Gentlemen: Since the annual meeting 
of the Institute in November, 1949, the 
committee oh relations with SEC has held 
three all-day meetings with Mr. Earle C. 
King, Chief Accountant of the Commission, 
and other members of the Commission’s 
staff. At one of these meetings, on Nov­
ember 29, 1949, the committee was given 
the opportunity of talking with the five 
members of the Commission, which now 
includes Messrs. Donald C. Cook and 
Edward T. McCormick who are certified 
public accountants.
A number of matters of current interest 
were informally discussed at these meet­
ings in furtherance of the objective of 
both groups for better understanding of 
each other’s problems relating to the de­
velopment of the art of accounting and 
administration of the federal laws under 
the supervision of the Commission.
Many of these matters involve problems 
of considerable complexity, and it is to 
be expected that there will be differences 
of opinion as to the best solution for 
them. Such differences of opinion exist 
between this committee and the staff of 
the SEC on certain important points.
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However, we believe these informal ex­
changes of views are very beneficial, both 
to the accounting profession and to the 
SEC, and urge that they be continued.
In the course of our discussions with 
the Commission’s staff, the members of 
the committee have raised strenuous ob­
jections to a number of changes proposed 
to be made in the now contemplated 
amendment to Regulation S-X and parti­
cularly to the issuance of rules and regula­
tions governing matters of accounting 
principle. We appreciate that serious 
problems are presented to the Commission 
and its staff in dealing with certain dif­
ficult cases. However, we believe that the 
proposed revision of Regulation S-X, as 
presently drafted, will tend to freeze ac­
counting practices with consequent far- 
reaching undesirable results. We have 
urged very strongly that the regulations 
be framed in such a manner that they 
will not interfere with the continued de­
velopment of accounting principles by 
the accounting profession and the busi­
ness community. In particular we would 
regret to see “ cost”  enforced without ex­
ception as the basis for statement of a 
capital asset, or any asset; we have urged 
that the all-inclusive concept of the in­
come statement should be subject to ex­
ception in appropriate circumstances; and 
that the rule, if any, regarding quasi­
reorganizations should not completely bar 
upward revisions under suitable condi­
tions.
Other matters which have been explored 
in these meetings are (a) the position of 
independent accountants who write up the 
books for small security dealers, (b) oc­
casions when mention should be made in 
the accountant’s opinion regarding con­
sistency or comparability, (c) desirability 
of certifying accountants being present 
with representatives of a registrant in con­
ferences with the SEC’s staff on account­
ing problems, (d) use of stockholders’ 
reports as a part of Form 10-K, (e) 
financial interest of other public account­
ants acting on behalf of the principal 
certifying accountants, (f) balance-sheet 
treatment of installment receivables, and 
(g) disclosures relating to pension plans.
We wish to record our appreciation to 
the Commission staff for their courteous 
and helpful assistance to us and to other 
members of the profession who deal with 
the accounting problems of companies 
reporting to the Commission.
Respectfully submitted,
R obert W. Williams, Chairman 
Samuel J. Broad 
George Cochrane 
Alvin R. Jennings 
C. Oliver Wellington 
September 22, 1950
Committee on State Legislation
To the Council of the 
A merican Institute of A ccountants: 
Gentlemen: A s noted in the com­
mittee’s report to council at its spring 
meeting, 11 state legislatures met in 
regular session this year, plus the unad­
journed 1949 regular session of the 
Georgia legislature. A number of legisla­
tures convened in special session, but 
New Hampshire was the only one that 
considered pertinent legislation.
Since our last report gave a detailed 
description of the bills introduced, and 
the status of each as of April 1st, only 
subsequent legislative activity and the final 
results are set forth below.
In addition to two pending measures in 
Georgia, 15 bills (including one companion 
bill) affecting the accounting profession 
were introduced in eight states. The fol­
lowing four bills were enacted into law:
Georgia H 381 permits defendant to ap­
peal revocation or suspension in his own 
county.
Kentucky S 89 increases annual permit 
fee to $15 (formerly $5) and gives Board 
discretionary authority to revoke certificate 
or registration for failure to pay fee for 
three successive years.
Louisiana H 831 authorizes Board to 
charge up to $35 (formerly $25) for
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certificate and registration and $7.50 
(formerly $3) annual renewal fee.
New Hampshire H 1-X transfers the 
Board of Accountancy to the Department 
of State (no change in powers and duties).
Mississippi H 246 which would have 
created a Board of Registered Public Ac­
countants, H 424 spelling out the require­
ments for admission to the CPA examina­
tion and clarifying the definition of acts 
prohibited in the practice of accountancy, 
and S 42 which proposed that counties 
and municipalities levy a $15 privilege 
tax upon persons making audits; and New 
Jersey S 170 requiring annual audits of 
school district accounts and broadening 
the requirements for certification of reg­
istered municipal accountants to include 
a knowledge of school law and accounts; 
all died in the house of introduction. 
Louisiana H 515 exempting certain World 
War II veterans from the written CPA 
examination was reported unfavorably and 
subsequently withdrawn.
Next year 44 legislatures are scheduled 
to meet in regular session. A number of 
state societies have already indicated that
7 t
they anticipate legislative difficulties and 
the Institute staff is undertaking a revision 
of the legislative kit in order to provide 
assistance in meeting anticipated attacks 
on existing CPA laws.
At the request of the executive com­
mittee, the committee has undertaken a 
study of the reciprocity and interstate 
practice provisions of the various state 
accountancy laws and board rules and 
regulations. An appropriate questionnaire 
was prepared and mailed to the secretaries 
of state boards of accountancy on August 
10th. To date, completed questionnaires 
have been received from 28 states and 
Hawaii. A follow-up letter will be mailed 
shortly and as soon as replies are re­
ceived from the remaining 20 states, the 
District of Columbia, and Puerto Rico, 
the answers will be tabulated and an­
alyzed. The committee’s findings and rec­
ommendations will be submitted to the 
executive committee for further considera­
tion.
Respectfully submitted,
R aymond D. W illard, Chairman 
September 11, 1950
Committee on Stock Brokerage Accounting
To the Council of the
A merican Institute of A ccountants:
Gentlemen: Since its last report filed 
with council on April 11, 1950, the com­
mittee on stock brokerage accounting has 
completed arrangements to hold the tech­
nical session on the afternoon of October 
4, 1950, during the annual meeting to be 
held at Boston.
The following will participate and the 
titles of their papers are as indicated:
1. “Deficiencies in the Presentation of 
Information Required by Form X-17A-5, 
Uniform Questionnaire for Broker-Deal­
ers.”  Speaker: Michael J. LaPadula, Wash­
ington, D.C., Assistant Chief Accountant, 
Trading and Exchange Division, Securi­
ties and Exchange Commission.
2. “ Control and Supervision of the
Financial Condition of Member Firms of 
the New York Stock Exchange.”  Speaker: 
George A. Cuff, New York, Chief Exam­
iner, New York Stock Exchange.
3. “ The Examination Program of the 
National Association of Securities Dealers, 
In c”  (A brief review from an accounting 
and administrative viewpoint). Speaker: 
George Rieber, New York, secretary, Dis­
trict 13, National Association of Securities 
Dealers, Inc.
4. “ Chicago Board of Trade Capital 
Requirements and Financial Question­
naires.”  Speaker: J. J. Shanley, Illinois, 
Chief Auditor, Business Conduct Commit­
tee, Chicago Board of Trade.
Respectfully submitted, 
Frederick W. Wulfing, Chairman 
September 6, 1950
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Report on Examination of 
Financial Statements
To the Members of the 
A merican Institute of A ccountants:
Gentlemen: We have examined the balance-sheets at August 31, 1950, and the re­
lated statements of income and expenses and fund transactions for the year then 
ended of:
American Institute of Accountants,
American Institute Publishing Co., Inc.,
American Institute of Accountants Foundation and 
American Institute Benevolent Fund, Inc.
Our examinations were made in accordance with generally accepted auditing standards, 
and accordingly included such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances.
Following past practice, the financial statements do not reflect income accrued 
on investments but not received and ordinary expenses for which invoices were 
received subsequent to the year end. The cost of bulletins and pamphlets for sale are 
charged to expense at the time of acquisition.
In our opinion, the accompanying balance-sheets and the related statements of 
income and expenses and fund transactions of the organizations named, present 
fairly their financial position at August 31, 1950, and the results of their operations 
for the year then ended, in conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year.
Franke, North, Hannon & Withey
September 29, 1950
Report of the Auditors 91
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AMERICAN INSTITUTE OF ACCOUNTANTS
Schedule of Marketable Securities
August 31, 1950
Par value Value based
or number Year of on market
o f shares Description Rate maturity Cost quotations
Contingency Fund
Bonds:  
$68,500 United States savings bonds, series G ....... 2½ %  1958 $ 68,500.00 $ 64,938.00(a)
14,500 United States Treasury bonds .................... 2¼ %  1962/59 14,885.15 14,699.38
15,000 American Telephone and Telegraph Co.
debenture bonds ....................... ............... 2¾ % 1971 15,119.55 15,075.00
5,500 Shawinigan Water and Power Co. first  
mortgage and collateral trust .............. 3 ½ %  1970 5,183.75 5,087.50
$103,688.45 $ 99,799.88
Preferred stocks:
100 Consolidated Edison Co. of New York $5. $ 10,510.00 $ 10,675.00
140 Pacific Gas and Electric Company 6% ..... 4,764.90 4,970.00
$ 15,274.90 $ 15,645.00
Common stocks:
100 Gulf Oil Corporation ....................................... $ 5,564.34 $ 7,312.50
300 Otis Elevator Company .............................. 9,511.14 10,462.50
$ 15,075.48 $ 17,775.00
Total Contingency Fund
\
$134,038.83 $133,219.88
Endowment Fund
Bonds:
$17,000 United States savings bonds, series G ..... 2 ½ %  1953 $ 17,000.00 $ 16,490.00 (a)
9,000 United States savings bonds, series G ..... 2½%  1955 9,000.00 8,649.00(a)
3,500 United States savings bonds, series G ..... 2½ % 1958 3,500.00 3,318.00(a)
1,000 United States Treasury bond .................... 2 ½ %  1962/59 1,026.57 1,013.75
10,000 Chicago, Milwaukee, St. Paul and Pacific
Railroad Co. general mortgage income, 
series A  ....................................................... 4½ %  2019 9,975.00 8,062.50
5,000 Macon Terminal Co. guaranteed first .
mortgage, gold bonds ............................ 5 %  1965 5,400.00 5,050.00
10,000 New York Central and Hudson River
Railroad Co., Lake Shore collateral .... 3½ % 1998
10,000 Southern Pacific Co.....................  ............... 4½ %  1981
7,500 Shawinigan Water and Power Co. first
mortgage and collateral trust .............. 3½ %  1970
Preferred stocks:
29 American Smelting and Refining Co. 7%
100 Consumers Power Company $4.50 .............
100 P. Lorillard Co. 7% ...................................
75 Pacific Gas and Electric Co. 6%  .............
157 United States Steel Corporation 7%  ......
6,982.50
9,083.75
6,162.50
9,887.50
7,122.50 6,937.50
$ 69,090.32 $ 65,570.75
$ 4,880.43 $ 4,843.00 
10,383.18 11,175.00
16,907.05 16,850.00
510.53 532.50
21,886.53 23,079.00
$ 54,567.72 $ 56,479.50
(a) Current redemption value [Carried forward]
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AMERICAN INSTITUTE OF ACCOUNTANTS 
Schedule of Marketable Securities— Endowment Fund, Continued
August 31, 1950
Par value Value based
or number Year of on market
of shares Description Rate maturity Cost quotations
Common stocks:
100 Allied Chemical and Dye Corporation .... $ 15,364.00 $ 23,550.00
100 American Telephone and Telegraph Co....... 16,147.26 15,350.00
560 Consumers Power Company ............................ 8,910.95 17,360.00
110 Central Illinois Light Company ...................  1,925.05 3,657.50
200 General Electric Company .............................. 7,155.29 9,550.00
100 General Motors Corporation ..........................    4,912.22 8,987.50
108 Gulf Oil Corporation ......................................  5,970.01 7,897.50
18 Guaranty Trust Co. of New York ...............  5,918.00 5,256.00
300 International Harvester Company .................  8,821.97 9,037.50
100 National City Bank of New York ..... ........   4,537.50 4,325.00
600 Northern States Power Company (Minne­
sota) ............................................................ 6,165.36 6,225.00
215 Standard Oil Company of New Jersey .... 11,367.43 17,388.13
400 Virginia Electric and Power Company .........  6,723.24 7,400.00
$103,918.28 $135,984.13
Total Endowment Fund $227,576.32 $258,034.38
Elijah Watt Sells Scholarship Fund
45 Pacific Gas and Electric Co. 6%  first preferred .................. $ 1,531.57 $ 1,597.50
Summary o f Total Contingency, Endowment, and 
Elijah Watt Sells Scholarship Funds
B on ds........................................   $172,778.77
Preferred stocks ..............................................................................  71,374.19
Common stocks ...............................................................   118,993.76
$165,370.63
73,722.00
153,759.13
$363,146.72 $392,851.76Total Investments
Comparative Statement of Income and Expenses
Years Ended August 31, 1950 and 1949
General Fund
  Report of the Auditors
AMERICAN INSTITUTE OF ACCOUNTANTS
1950
Income:
Dues and reinstatement fees ..................................................................... $352,983.75
Fees from state boards ............................................ ...................................  158,030.96
Services to American Institute Publishing Co., Inc...........................  109,000.00
Profit on publications sold ..................................................  ..................  105,295.62
Application fees ........................................................................................... 2,550.00
Income from securities and interest on bank balances .................... - 4,324.05
Gain on sale of securities .....................   63.55
Contributions for expansion of Institute services to members .......   69,451.50
Sundry income ......................................................  2,988.48
Total Income ............................................................................  $804,687.91
Expenses:
Salaries and technical services .............................................................. $248,847.83
Portion of dues covering subscriptions of members to The Journal
of Accountancy ...........................................................................  44,571.25
Cost of publishing the CPA Magazine .............................................  13,179.19
Board o f Examiners— preparation and grading examinations .........  131,041.37
Rent, electricity, insurance, and building service .................   62,568.60
Traveling.........................................................................................................  16,592.76
Pensions and honoraria ............................................................................  15,429.32
Stationery, printing and supplies .......................................................... 14,958.71
Postage and expressage ..............................................................................  15,226.47
Special reports to members ...................................................................... 38,055.60
Permanent binders for reports to members ......................................... 15,422.33
Annual, council and executive committee expenses......... ..................  15,808.95
Technical and other committee expenses ............................................. 13,271.42
Legal and audit fees—
Regular .......................................................................................................  8,058.13
Special .......................................................................................................  12,013.70
Telephone and telegraph ...............................................   6,234.17
Equipment purchased .....................................................................................  10,763.76
Social security taxes ................................................................................... 7,311.56
Advertising and announcements .............................................................  3,378.39
Public relations—professional fees and printing ................................  31,910.37
Committee on Selection of Personnel .................................................  10,000.00
Business income research fund .............................................................  10,000.00
Library expense (excess of expenses over endowment fund and
other income) ...........    18,016.46
Moving and alteration ..............................................................................  17,641.27
Other expense ............................................................................................... 5,755.09
Total Expenses ............................................................................  $786,056.70
Excess of income over expenses for the year appropriated 
to contingency fund ............................................................. $ 18,631.21
1949
$320,029.62
136,607.87
91,798.33
84,548.83
2,060.00
4,494.18
442.68
2,614.37
$642,595.88
$213,783.01
38,897.00
11,857.66
129,656.58
20,108.30
15,133.10 
16,853.06 
14,877.75 
13,819.65 
20,599.32
10,092.69
7,567.62
8,300.24
32,439.85
5,110.52
6,449.94
4,844.88
3,481.19
14,908.89
10,000.00
10,000.00
10,749.10 
13,848.47 
5,222.43
$638,601.25
$ 3,994.63
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AMERICAN INSTITUTE OF ACCOUNTANTS
Comparative Statement of Income and Expenses
Years Ended August 31, 1950 and 1949
Endowment Fund— Income and Expenses
Income: 1950 1949
Income from securities .................................................................................... $13,121.99 $11,612.85
Contribution from American Institute of Accountants Foundation .... 3,195.09 3,531.77
Sales of Accountants' Index Supplements ...........................................  1,004.69 1,999.28
Total Income ...................................................................................  $17,321.77 $17,143.90
Expenses—library:
Salaries ...............................................................................................................  $14,519.58 $15,439.04
Rent ..................................  12,000.00 5,289.75
Books and magazines purchased ........................  5,608.83   4,887.45
Furniture and equipment purchased .....................................................  1,009.22 495.55
Social security taxes ....................................................................................  589.95 370.20
Custodian fe e s ...................................................................................................  524.88 494.00
Telephone, stationery, postage and other items .....................................  1,085.77 917.01
Total Expenses ...................................... .....................................  $35,338.23 $27,893.00
Excess of expenses over income charged to general fund 
expense ........................................................................................... $18,016.46 $10,749.10
Elijah Watt Sells Scholarship Fund— Income and Expense
Income from securities ....................................................................................... $ 64.80 $ 64.80
Less— Cost of medals for awards .................................................................. 57.59 57.64
Excess of income ........................................................................  $ 7.21 $ 7.16
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Statement of Changes in Funds
For the Year Ended August 31, 1950
AMERICAN INSTITUTE OF ACCOUNTANTS
General fund Restricted funds
Balance, September 1, 1949 $121,585.69 $22,524.98 $226,208.92 $17,569.53 $1,112.50 $635.17
Add or deduct ( * ) :
Excess of income over ex­
penses for the fiscal year — 18,631.21 — 7.21
Contributions to business 
income research fund—
General fund ................ —  —  — 10,000.00 —
Other ............................ —  — — 1,500.00 — —
Gain on sales of securities — —    1,320.96 — — —
Excess of expenditures 
over revenues— business 
income research fund .... 12,883.64*
Appropriated to other funds 41,156.19 41,156.19* — — — —
Balance, August 31, 1950 . .. $162,741.88 $ —  $227,529.88 $16,185.89 $1,112.50 $642.38
(a) The activities of the business income research fund are conducted apart from those of 
the Institute.
Appropri­
ated for 
contingency
Unappro­
priated Endowment
Business  
income re­
search (a)
Elijah Watt Sells 
scholarship
Prin­
cipal
Unexpended
income
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AMERICAN INSTITUTE PUBLISHING CO., INC. 
Comparative Balance-Sheets
August 31, 1950, and 1949
A ssets 1950 1949
Ca s h  ................................... ................................................................................ $ 51,610.30 $ 67,521.21
Marketable securities, at cost (United States Government securities,
market or redemption value 1950— $93,977.50; 1949— $19,120 ) 94,994.38 20,000.00
Accounts receivable .......................................   5,886.35 6,042.64
Purchased interest on bonds ........................... ............................................  350.29 —
Inventories:
Books, unbound sheets, paper stock and wrappers, at cost or nom­
inal value .................................................................................................  5,330.91 8,137.31
Prepaid expenses.................................... .........................................................  200.00 —
Furniture and equipment ..............................................................................  1.00 1.00
Goodwill ..............................    14,699.08 14,699.08
$173,072.31 $116,401.24
Liabilities
Liabilities:
Due to American Institute of Accountants ...............................  $ 7,200.00 $ —
Accounts payable and accrued expenses ....................................... 1,125.07 932.90
Taxes withheld from salaries ......................................................... 380.26 77.33
Provision for federal and state taxes ..............................................  12,200.00  7,120.00
Deferred income:
Subscriptions, advertising and other unearned income ....
$ 20,905.33 
............... $106,453.89
$ 8,130.23 
$ 84,878.46
Capital stock and surplus: 
Ca p ita l stock—
Authorized and outstanding, 1,000 shares without par value .... $ 5,000.00 $ 5,000.00
Paid-in surplus .............................................................................. ...........   $ 1,375.00 $ 1,375.00
Earned surplus—
Surplus or (deficit), beginning of year .......................... .............. $ 17,017.55 ($ 2,166.16)
Net profit for the fiscal year ................................................ ..............  22,320.54 19,183.71
Balance, end of year ..........................................................  .......... $ 39,338.09 $ 17,017.55
$173,072.31 $116,401.24
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Comparative Statement of Income and Expenses
Years Ended August 31, 1950, and 1949
1950 1949
Income: ------  ------
The Journal of Accountancy—
Subscriptions earned,
Members of the American Institute of Accountants ........$ 44,571.25 $ 38,897.00
Other subscribers .................................... ...........  ....................  189,678.03 167,965.42
Advertising .................................................................................. 113,990.20 95,482.42
Sales of single copies, bound volumes, binding and other items 5,628.93 5,595.23
$353,868.41 $307,940.07
Prime costs—paper, printing and other items 
The Journal of Accountancy ..................................................... 91,419.55 107,549.64
Gross profit from magazine .............................................. 262,448.86 $200,390.43
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AMERICAN INSTITUTE PUBLISHING CO., INC.
Books—
Sales ............................................................................................. $ 13,374.12 $ 19,404.27
Cost of books sold and royalties .................................................  5,421.60 8,642.12
Gross profit from books ................................................ $ 7,952.52 $ 10,762.15
Miscellaneous revenue—
The Journal of Accountancy Index, net proceeds ..................... $ 87.26 $ 23.33
Service charges and other items ..........................    12,990.40 6,546.63
Interest on investments ......................... ............................... .... 500.00 500.00
Total miscellaneous revenue ............................................  $ 13,577.66 $ 7,069.96
Total income ..........   $283,979.04 $218,222.54
Expenses:
Services charged by American Institute of Accountants ....... ......  $109,000.00 $ 91,798.33
Salaries and technical services .....................................................  77,643.12 66,533.61
Advertising and promotion ............................................................  32,849.16 9,923.12
Subscriptions and mailing services .................................................  5,382.54 4,341.97
Postage and express .......................................................................  13,431.53 12,386.04
Equipment purchased ..........................   2,111.05 1,081.74
Stationery, printing and supplies ...................................................  4,141.95 1,650.31
Social security and excise taxes .....................................................  3,050.07 1,420.96
Telephone and telegraph ................................................................  255.00 113.67
Other expenses ................................................................................  1,594.08 2,669.08
Total expenses .................................................................. $249,458.50 $191,918.83
Net income before provision for taxes on income ........................ . $ 34,520.54 $ 26,303.71
Provision for taxes on income ..........................................................  12,200.00 7,120.00
Net Income for Fiscal Year ............................................  $ 22,320.54 $ 19,183.71
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AMERICAN INSTITUTE OF ACCOUNTANTS FOUNDATION
Comparative Balance-Sheets
August 31, 1950 and 1949
A ssets 1950
Foundation Fund
C ash .................................................................. ....................................................... $ 839.54
Marketable securities, at cost (value based on market quotations 
1950— $78,757.50; 1949— $73,112) .............................................................. 72,944.52
$73,784.06
Special Research P roject Fund 
(C ommittee on Selection of Personnel)
Cash ........................................................................................................................ 21,079.86
$94,863.92
Liabilities and Funds
Due to American Institute of Accountants .................................................  $ —
Principal ...............................................................................................................  73,784.06
Unexpended balance of special research project fund ............................  21,079.86
$94,863.92
Foundation Fund 
Statement of Chance in Fund 
Year Ended August 31, 1950
Principal at September 1, 1949 .............................................
Add:
Profit on sale o f securities ..................................................
Contributions ...........................................................................
Principal at August 31, 1950 .................................................
1949
$ 3,523.89
72,232.77
$75,756.66
19,090.64
$94,847.30
$ 3,000.00 
72,756.66 
19,090.64
$94,847.30
$72,756.66
807.30
220.10
$73,784.06
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Comparative Statement of Income and Expenses
Years Ended August 31, 1950, and 1949
Foundation Fund Income and Expenses
1950
AMERICAN INSTITUTE OF ACCOUNTANTS FOUNDATION
Income from securities  .....................................................................................  $ 3,392.36
Less— Fee of custodian of securities and other expenses .................... 197.27
Excess of income over expenses .................................................  $ 3,195.09
Contribution to American Institute of Accountants endowment fund $ 3,195.09
Special Research Project Fund Income and Expenses 
(Committee on Selection of P ersonnel)
Income:
American Institute o f Accountants .........................................................  $10,000.00
Contributions ....................................................................... ............................ —
Income from testing service—schools and firms ..................................... 27,597.84
Sales of Public Accounting as a Career .................................................  22.26
Total income ..................................................................................  $37,620.10
Expenses:
Printing of bulletins and reprints .............................................................  $ 124.98
Postage, printing, supplies, and travel ........................................................ 498.54
Educational Records Bureau—   
Payroll ...........................................................................................................  22,477.53
Professional services ..................................................................................  1,668.00
Postage, supplies and travel ......................................................................  7,640.22
Printing of bulletins and reprints.............................................   1,221.69
Rent ................................................................................................................ 1,999.92
Total expenses ............................................................................. . $35,630.88
Excess of income over expenses ............................................. $ 1,989.22
Unexpended balance of fund— beginning of the year ............................  19,090.64
Unexpended balance o f fund— end o f year ..........  ....................................  $21,079.86
1949
$ 3,741.91 
210.14
$ 3,531.77
$ 3,531.77
$10,000.00
2,450.00
20,626.20
88.04
$33,164.24
$ 1,013.92 
534.38
16,999.42
3,573.70
6,093.64
969.00
$29,184.06
$ 3,980.18 
15,110.46
$19,090.64
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AMERICAN INSTITUTE OF ACCOUNTANTS FOUNDATION
Schedule o f Marketable Securities
August 31, 1950
Description
Par value 
or number 
of shares
Bonds:
$ 3,000 United States savings bonds, series G .......
5,000 United States savings bonds, series G .......
6,000 United States savings bonds, series G .......
5,000 Illinois Central Railroad Co. and Chicago, 
St. Louis and New Orleans Railroad Co., 
series A, joint first refunding mortgage ....
5,000 New York Central and Hudson River Rail­
road Co., Lake Shore collateral ................
10,000 Southern Pacific Co. gold bonds ..............
4,000 Shawinigan Water and Power Co. first mort­
gage and collateral trust ................................
Preferred stocks:
52 American Smelting and Refining Co. 7%  ..
 50 P. Lorillard Company 7%  ..............................
100 Pacific Gas and Electric Co. 6%  first
preferred ..............................................................
70 United States Steel Corporation 7%  cumu­
lative preferred .................................................
Common stocks:
100 Kennecott Copper Corporation 
100 New Jersey Zinc Company ......
Value based
Year of on market
Rate maturity Cost quotations
2½ % 1953 $ 3,000.00 $ 2,910.00(a)
2½ % 1955 5,000.00 4,805.00 (a)
2½ % 1959 6,000.00 5,706.00(a)
5 % 1963 4,525.00 5,250.00
3 ½ % 1998 2,718.75   3,100.00
4 ½ % 1981 8,863.75 9,887.50
3½ % 1970 3,985.00 3,700.00
$34,092.50 $35,358.50
$ 8,722.48 $ 8,684.00
7,839.55   8,425.00
3,403.50 3,550.00
9,376.49 10,290.00
$29,342.02 $30,949.00
$ 3,241.00 $ 6,350.00
6,269.00 6,100.00
$ 9,510.00 $12,450.00
$72,944.52 $78,757.50
(a) Current redemption value
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Comparative Balance-Sheets
August 31, 1950, and 1949
AMERICAN INSTITUTE BENEVOLENT FUND, INC.
Assets 1950
Cash ........................................................................... ............................  $ 9,194.71
Marketable securities, at cost (value based on market quotations 
1950—$70,741.75; 1949—$65,588.00) ................................................  71,806.37
$81,001.08
Fund
Principal ............................................................ ................................. $81,001.08
Statement of Changes in Fund
Year Ended August 31, 1950
Principal at September 1, 1949 ............................................................  $72,800.00
Add:
Excess of income over expenses ......................................................... 8,077.50
Profit on sale of investments ............................................................  123.58
Principal at August 31, 1950 ................................................................  $81,001.08
Comparative Statement o f Income and Expenses
Years Ended August 31, 1950, and 1949
Income:
Contributions .....................................................................................  $10,424.00
Income from securities .....................................................................  2,361.29
Interest on savings accounts ...............................................................  40.02
Total income ......................................................................... $12,825.31
Expenses:
Assistance to members .......................................................................  $ 4,500.00
Stationery, printing and other expenses ..........................................  247.81
Total expenses .....................................................................  $ 4,747.81
1949
$ 6,238.86 
66,561.14
$72,800.00
$72,800.00
$15,267.50
2,194.12
34.38
$17,496.00
$10,225.00
178.62
$10,403.62
Excess of income over expenses transferred to principal .... $ 8,077.50 $ 7,092.38
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Par value 
or number 
o f shares
Bonds:
$26,000 United States savings bonds, series G .... 2½ %  1958 $26,000.00 $24,632.00(a)
6,000 United States savings bonds, series G .... 2½ % 1959 6,000.00 5,706.00 (a)
10,000 United States savings bonds, series G .... 2½% 1960 10,000.00 9,690.00 (a)
5,000 United States Treasury bonds ................ 2'A % 1962/59 5,167.19 5,068.75
5,000 American Telephone and Telegraph Co. 
debenture bonds ......................................... 2¾% 1971 5,056.25 5,025.00
5,000 Shawinigan Water and Power Co., series 
J, first mortgage and collateral trust .... 3½ % 1970 4,712.50 4,625.00
$56,935.94 $54,746.75
Preferred stock:
35 United States Steel Corporation 7%  cum­
ulative preferred ......................................... $ 5,203.04 $ 5,145.00
$ 2,128.55 $ 2,920.00 
2,319.77 2,420.00
3,070.13 3,425.00
2,148.94 2,085.00
$ 9,667.39 $10,850.00
$71,806.37 $70,741.75
(a) Current redemption value
Common stocks:
80 Best Foods, Inc............................................
80 Cincinnati Gas and Electric Company
100 National Biscuit Com pany........................
60 R. J. Reynolds Tobacco Company new 
class B ............................................................
AMERICAN INSTITUTE BENEVOLENT FUND, INC.
Schedule of Marketable Securities
August 31, 1950
Value based 
Year of on market
Description Rate maturity Cost quotations
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Report on Examination of Accounts of 
Educational Records Bureau
To the Committee on 
Selection of Personnel 
A merican Institute of A ccountants:
Dear Sirs: In connection with our ex­
amination of the financial statements of 
the American Institute of Accountants 
Foundation as of August 31, 1950, we 
have examined the accounts maintained 
by the Educational Records Bureau re­
lating to the research work and testing   
for the Committee on Selection of Person­
nel. We made such tests of the income 
and charges of the year to satisfy our­
selves as to the correctness of the records,
except that it is not possible to determine 
that all billings have been made due to 
the absence of an adequate order register.
We tested the billings with the orders 
on file as to quantities of test materials 
shipped, scoring done, and the rates of 
billings used as well as testing the mathe­
matical calculations. No check is exercised 
by the American Institute of Accountants 
over the billings. Orders are in most part 
received directly by the Bureau and the 
billing and collection are likewise handled 
by them. No inventories of test materials 
are taken for use as a check on the com­
pleteness of the billings.
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We also tested the charges to the Foun­
dation for payroll and other expenses. 
There wa3 no change in the basis of 
charging the Foundation. Time sheets for 
several periods were examined by us and 
found to be proper support of the payroll 
charges. A test check disclosed no excep­
tions in the vouchers supporting other ex­
penses charged to the Foundation.
At August 31, 1950, there was a total 
of $2,361.71 of uncollected billings (re­
duced to $1,443.51 at the time of our 
examination) but since the records are 
maintained on a cash basis, the accounts 
receivable are not recorded in the books 
of the Bureau. Duplicate copies of the 
uncollected billings are kept on file until 
the collections are obtained, at which time 
the duplicates are noted as to the collec­
tion and permanently filed in numerical
order of invoices. A review of the open 
balances with Miss Dalton disclosed bal­
ances considered doubtful of collection in 
the amount of approximately $200.
Based on our examination and  subject 
to the limitations on the check of billings 
as previously stated, we found remittances 
reported to and the expenses charged to 
the Foundation in agreement with the ac­
counts of the Bureau.
A statement of the net charges by the 
Bureau for the year ended August 31, 
1950, which have been included in the 
accounts of the special research project 
fund of the Foundation, accompanies this 
report.
Yours faithfully,
Franke, North, Hannon & W ithey 
September 29, 1950
AMERICAN INSTITUTE OF ACCOUNTANTS FOUNDATION 
Special Research Project Fund — Committee on Selection of Personnel 
Statement of Net Charges by Educational Records Bureau 
Years Ended August 31, 1950 and 1949
Charges:
Salaries and fees —
Professional employees .................
Shipping, scoring and reporting
General ...............................................
Service fees ......................................
Postage and express .....................
Stationery, printing and supplies
Telephone and telegraph .....  ...
Scoring of Strong blanks ............
Key punch expenses .....................
Test supplies ...................................
Furniture and equipment .........
Rent ..................................................
Miscellaneous .................................
Less income —
Billings collected for test materials and scoring to schools, univer­
sities and to public accounting firms ...............................................
1950 1949
$ 7,050.18 $ 6,588.47
8,052.25 4,302.55
3,171.73 3,116.81
1,668.00 3,573.70
$19,942.16 $17,581.53
1,365.68 733.58
2,272.21 1,466.19
64.84 38.12
4,203.37 2,923.79
241.92 67.80
4,301.33 4,355.69
142.24 140.39
1,999.92 —
473.69 328.67
$35,007.36 $27,635.76
27,597.84 20,626.20
$ 7,409.52 $ 7,009.56Net charges
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American Institute of Accountants Foundation
Report of Board of Trustees
To the A merican Institute of
A ccountants Foundation:
Gentlemen: Your board of trustees has 
held two meetings since the annual meet­
ing in November, 1949.
Income from the Foundation, amounting 
to $3,392, derived from interest on the 
capital fund, has been contributed toward 
the support of the Institute’s library as 
in the past, with the exception of $197, 
which has been paid in fees to the securi­
ties custodian, and other expenses.
American Institute
Report of Board of Trustees
T o the A merican Institute
Benevolent Fund, Inc.:
Gentlemen: During the fiscal year 
ended August 31, 1950, the American In­
stitute Benevolent Fund, Inc., received in 
the form of contributions, income from 
investments, and interest on savings bank 
deposits, $12,825. During the year the 
Fund extended assistance to members of 
the Institute in the amount of $4,500, and 
expended $248 for stationery, printing, 
postage, and general expenses.
Contributions to the Fund this year 
were $10,424, compared with $15,268 the 
previous year, which included a special 
contribution of $3,325. The principal fund 
as of August 31, 1950, was $81,001.
A statement of assets of the Fund as of 
August 31, 1950, and August 31, 1949, 
and an analysis of the increases and de­
creases of the principal Fund during the
During the year $10,000 was appropri­
ated from the general fund of the Institute 
to the special research fund. Income from 
the sales of the pamphlet Public Account­
ing as a Career amounted to $22, and 
$27,598 was received in fees from the test­
ing program. Expenses of the special re­
search project for the fiscal year amounted 
to $35,631, leaving an unexpended balance 
of $21,080, in the special research fund.
Respectfully submitted
for the board of trustees, -  
J. Harold Stewart, President 
September 22, 1950
fiscal year is contained in the Report of 
the Auditors.
It is gratifying to report that assets of 
the Fund continue to increase. Contribu­
tions are currently in excess of expendi­
tures, though experience indicates that we 
must be prepared to meet unforeseen de­
mands. With the increased number of 
members of the Institute, a wider variety 
of contingencies must be anticipated, and 
we believe the fund should be kept large 
enough to meet these increased respon­
sibilities.
Respectfully submitted, 
Frederick H. Hurdman, President 
Charles H. Towns, Treasurer 
Samuel J. Broad 
N. Loyall McLaren 
Robert H. Montgomery 
George S. Olive 
C. Oliver Wellington 
John L. Carey, Secretary
September 15, 1950
Benevolent Fund, Inc.
